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TITLE  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  III — Foreign  and  Territorial 
Compensation 

[Dept.  Reg.  108.272] 

Part  325 — Additional  Compensation  in 
Foreign  Areas 

designation  of  differential  posts 

Section  325.11  Designation  of  differ¬ 
ential  posts  is  amended  as  follows,  effec¬ 
tive  on  the  dates  indicated: 

1.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  December  3, 
1955,  paragraph  (a)  is  amended  by  the 
additicHi  of  the  following  posts: 

Iwo  Jima,  Bonin  Islands. 

Tarija,  Bolivia. 

.2.  Effective  as  of  the  beginning  of  the 
first  pay  period  following  November  19, 
1955,  paragraph  (b)  is  amended  by  the 
addition  of  the  following  post: 

Cajamarca,  Peru. 

(Sec.  102,  Part  I,  E.  O.  10,000,  13  P.  R.  5453; 
3  CFR,  1948  Supp.) 

Dated:  November  22,  1955. 

For  the  Secretary  of  State: 

[seal]  I.  W.  Carpenter,  Jr., 

Assistant  Secretary-Controller. 


[F.  R.  Doc.  55-0812;  Piled,  Nov. 

8:47  a.  m.] 


30,  1955; 


Part  350 — Territorial  Post  Differen¬ 
tials  and  Territorial  Cost-of-Living 
Allowances 

payment 

.  Effective  at  the  beginning  of  the  first 
pay  period  after  November  1,  1955, 
§  350.6  is  amended  as  set  out  below. 

§  350.6  Payment  of  territorial  post 
differentials  and  territorial  cost-of-liv¬ 
ing  allowances,  (a)  Additional  com¬ 
pensation  paid  under  authority  of  sec¬ 
tion  207  of  the  act  shall  not  exceed  in  any 
instance  25  percent  of  the  rate  of  basic 
compensation. 

(b)  Payments  of  territoriar  post  dif¬ 
ferentials  and  territorial  cost-of-living 
allowances  shall  begin  as  of  the  date  of 
arrival  at  the  post  of  duty  on  assignment. 


transfer,  or  detail,  and  shall  stop  as  of 
the  close  of  business  on  the  date  of  de¬ 
parture  from  the  post  of  duty  for  separa¬ 
tion,  transfer,  or  detail,  except  that  in 
the  case  of  local  recruitment  such  pay¬ 
ments  shall  begin  and  stop  as  of  the  be¬ 
ginning  and  end  of  employment. 

(c) '  Pasrments  to  persons  serving  on  a 
part-time  basis  shall  be  prorated  to 
cover  only  those  periods  of  time  for 
which  such  persons  receive  basic  com¬ 
pensation. 

(d)  Payments  shall  be  made  for  all 
periods  of  sick  leave  and  annual  leave 
taken  during  the  period  covered  by 
paragraph  (b)  of  this  section  and  for 
transit  time  authorized  for  purposes  of 
leave  so  taken. 

(e)  Payment  shall  not  be  made  for 
any  time  for  which  an  employee  does  not 
receive  basic  compensation. 

(f)  Neither  a  territorial  post  differen¬ 
tial  nor  a  territorial  cost-of-living  allow¬ 
ance  shall  be  included  in  the  base  used 
in  computing  overtime  pay,  night  differ¬ 
ential,  holiday  pay,  retirement  deduc¬ 
tions,  or  any  other  additional  compensa¬ 
tion,  allowance,  or  pay  differential. 

(g)  Payment  of  a  territorial  post  dif¬ 
ferential  or  territorial  cost-of-living  al¬ 
lowance  shall  not  be  construed  to  be  an 
“equivalent  increase”  in  compensation 
within  the  meaning  of  the  Classification 
-Act  of  1949,  as  amended. 

(h)  Pasrments  of  territorial  post  dif¬ 
ferentials  represent  “additional  com¬ 
pensation  properly  includible  in  the  gibss 
income  of  the  recipient  for  Federal  in¬ 
come  tax  purposes.”  (Letter  of  Com¬ 
missioner  of  Internal  Revenue  to  Bu¬ 
reau  of  the  Budget'  August  28,  1948.) 
Payments  of  territorial  cost-of-living  al¬ 
lowances  “are  excludable  from  gross  in¬ 
come  and  exempt  from  Federal  income 
tax  under  the  provisions  of  Section  116 
(j)  of  the  Internal  Revenue  Code.” 
(Revenue  Ruling  237,  Internal  Revenue 
Bulletin  No.  22  of  October  26.  1953,  page 
13.) 

(Sec.  202,  Part  n,  E.  O.  10,000,  Sept.  16,  1948, 
13  F.  R.  5453;  3  CFR,  1948  Supp.) 


[SEAL] 


United  States  Civil  Serv¬ 
ice  Commission, 

Wm.  C.  Hull, 

Executive  Assistant. 


[F.  B.  Doe.  65-9635  Piled,  Nov.  80,  1955; 
8:51  a.  m.] 
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TITLE  6— AGRICULTURAL  CREDIT 

Chapter  I — Farm  Credit 
Administration 

Subchapter  F — Banks  for  Cooperatives 
(FCA  Order  639] 

Part  70 — ^Loan  Interest  Rates 
AND  Security 

INCREASE  IN  INTEREST  RATES  BY  CENTRAL 
BANK  FOR  COOPERATIVES 

Effective  December  1, 1955,  the  rate  of 
interest  which  may  be  charged  by  the 
Central  Bank  for  Cooperatives,  as  spec¬ 
ified  in  §  70.4  of  Chapter  I,  Title  6,  Code 
of  Federal  Regulations,  is  hereby 
changed  to  3^2  per  centum  per  annum. 

Effective  December  1,  1955,  the  rate  of 
interest  which  may  be  charged  by  the 
Central  Bank  for  Cooperatives,  as  spec¬ 
ified  in  §  70.5  of  Chapter  I,  Title  6,  Code 
of  Federal  Regulations,  is  hereby 
changed  to  3  per  centum  per  annum. 

Effective  December  1,  1955,  the  rate  of 
interest  which  may  be  charged  by  the 
Central  Bank  for  Cooperatives,  as  spec¬ 
ified  in  §  70.7  of  Chapter  I,  Title  6,  Code 
of  I  Federal  Regulations,  is  hereby 
changed  to  4%  per  centum  per  annum. 

(Sec.  8.  46  Stat.  14,  12  U.  S.  C.  1141f) 

[seal]  R.  B.  Tootell, 

Governor, 

Farm  Credit  Administration. 

[P.  R.  Doc.  55-9613;  Piled,  Nov.  30,  1955; 
8:47  a.  m.] 


TITLE  7— AGRICULTURE 

Chapter  Vlil — Commodity  Stabiliza¬ 
tion  Service  (Sugar),  Department  of 
Agriculture 

Subchapter  B— Sugar  Requirements  and  Quotas 

[Sugar  Reg.  815,  Arndt.  1] 

Part  815— Reoxurements  Relating  to 
Marketing  of  Sugar  and  Liquid  Sugar 
Produced  From  Sugar  Beets  and  Sug¬ 
arcane  Grown  in  Continental  United 
States 

MISCELLANEOUS  AMENDMENTS 

Basis  and  purpose.  The  amendments 
herein  are  based  on  the  provisions  of  the 
Sugar  Act  Of  1948,  as  amended  (61  Stat. 
922  as  amended  by  65  Stat.  318,  7  U.  S.  C. 
1100),  and  are  made  for  the  purpose  of 
amending  §§815.3  and  815.6  (c)  (1)  to 


clarify  the  manner  in  which  this  reg¬ 
ulation  relates  to  the  disposition  of 
mainland  sugar  and  to  modify  the  re¬ 
quirements  relating  to  the  refining  and 
storage  of  mainland  sugar  under  bond 
until  released  within  an  applicable  quota 
and  allotment. 

Paragraph  (c)  (1)  of  §  815.6  estab¬ 
lishes  a  limit  on  the  movement  of  main¬ 
land  sugar  which  is  permitted  to  be 
marketed  by  the  processors  for  refining 
and  storage  until  released  within  an  ap¬ 
plicable  quota  and  allotment.  In  view 
of  the  continued  increase  in  year-end 
inventories  of  processors  of  raw  main¬ 
land  cane  sugar,  it  is  imperative  that  the 
provision  permit  the  fullest  possible  use 
of  storage  facilities  ordinarily  used  by 
refiners  who  are  permitted  to  receive 
such  sugar  under  the  provisions  of  this 
paragraph  consistent  with  the  mainte¬ 
nance  of  adequate  quota  controls.  The 
amendment  of  this  paragraph  is  believed 
to  accomplish  this  purpose. 

Section  815.3  has  been  amended  to  in¬ 
clude  a  clarifying  provision  that  main¬ 
land  sugar  removed  from  the  continen¬ 
tal  United  States  for  consumption  out 
of  the  continental  United  States  is  not 
chargeable  to  the  quotas  and  allotments 
thereof  for  the  domestic  beet  sugar  area 
or  the  mainland  cane  sugar  area. 

Prior  to  the  adoption  of  these  amend¬ 
ments  notice  was  given  (20  F.  R.  7815) 
that  the  Secretary  was  considering 
amending  the  regulations  in  the  manner 
herein  provided,  and  that  any  interested 
person  might  express  his  views  in  writ¬ 
ing  in  respect  thereto.  The  data,  views 
and  recommendations  received  pursu¬ 
ant  to  the  notice  have  been  duly  consid¬ 
ered  within  the  limits  permitted  by  the 
Sugar  Act  of  1948,  as  amended. 

Sugar  is  now  being  processed  from 
1955-crop  sugarcane.  In  order  that  the 
amendments  set  forth  herein  may  be 
given  effect  in  connection  with  the  quan¬ 
tities  of  sugar  from  1955-crop  sugarcane 
now  being  delivered  to  refiners  in  excess 
of  allotments  established  pursuant  to 
Sugar  Regulation  814.22,  Amendment  1 
(20  F.  R.  7987) ,  it  is  necessary  that  such 
amendments  be  made  effective  at  the 
earliest  possible  date.  Accordingly,  it  is 
hereby  found  and  determined  that  com¬ 
pliance  with  the  30-day  effective  date 
requirement  of  the  Administrative  Pro¬ 
cedure  Act  (60  Stat.  238,  5  U.  S.  C.  1103) 
is  impracticable  and  contrary  to  the 
public  interest  and  the  amendment  con¬ 
tained  herein  shall  be  effective  upon 
publication  in  the  Federal  Register. 

By  virtue  of  the  authority  vested  in 
the  Secretary  of  Agriculture  by  the 
Sugar  Act  of  1948,  as  amended  (60  Stat. 
922,  65  Stat.  318,  7  U.  S.  C.  1100),  and 
the  Administrative  Procedure  Act, 
§§815.3  and  815.6  of  Sugar  Regulation 
815  are  hereby  amended  as  follows; 

1.  The  following  paragraph  (c)  is 
added  to  §  815.3: 

§  815.3  Effect  of  marketings  on  quotas 
and  allotments.  •  *  * 

(c)  A  marketing  of  mainland  sugar 
for  which  it  is  established  to  the  satis¬ 
faction  of  the  Secretary  by  sales  and 
shipping  documents  of  the  processor  and 
buyers,  available  pursuant  to  §  815.7,  or 
otherwise,  that  such  mainland  sugar  was 
removed  from  the  continental  United 


States  for  consumption  outside  thereof, 
shall  not  be  effective  for  the  purpose  of 
filling  a  quota  or  allotments  thereof. 

2.  Paragraph  (c)  (1)  of  §  815.6  is 
amended  to  read  as  follows: 

§  815.6  Provisions  of  bond.  *  *  * 

(c)  Conditions.  •  *  • 

(1)  In  the  case  of  any  application  ap¬ 
proved  by  the  Secretary  to  market  to  the 
principal  named  in  the  bond  a  quantity 
of  mainland  sugar  for  refining  and  stor¬ 
age,  the  principal  shall  hold  and  store, 
until  release  thereof  is  authorized  by  the 
Secretary,  all  of  such  quantity  of  main¬ 
land  sugar,  or  an  equivalent  quantity  of 
sugar  or  liquid  sugar  acquired  within  a 
quota  or  allotment.  Such  sugar  or  liquid 
sugar  must  be  held  and  stored  at  the 
refinery  where  the  mainland  sugar  was 
received  or  at  other  storage  facilities 
where  the  quantity  of  sugar  or  liquid 
sugar  refined  or  to  be  refined  at  such  re¬ 
finery  is  placed  in  storage  after  receipt 
of  the  mainland  sugar  under  the  bond. 
(Sec.  403,  61  Stat.  932;  7  U.  S.  C.  1153) 

Done  at  Washington,  D.  C.,  this  28th 
^ay  of  November  1955.  Witness  my  hand 
and  the  seal  of  the  Department  of  Agri¬ 
culture. 

[seal]  True  D.  Morris, 

Acting  Secretary  of  Agriculture. 

[P.  R.  Doc.  55-9642;  Piled,  Nov.  30,  1955; 

8:52  a.  m.] 


Chapter  IX — Agricultural  Marketing 

Service  (Marketing  Agreements  and 

Orders),  Department  of  Agriculture 

Part  903 — Milk  in  St.  Louis,  Mo. 

Marketing  Area 

ORDER  AMENDING  ORDER,  AS  AMENDED 

§  903.0  Findings  and  determinations. 
The  findings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  and 
in  addition  to  the  findings  and  deter¬ 
minations  previously  made  in  connec¬ 
tion  with  the  issuance  of  the  aforesaid 
order,  and  of  each  of  the  previously 
issued  amendments  thereto;  and  all  of 
said  previous  findings  and  determina¬ 
tions  are  hereby  ratified  and  affirmed, 
except  insofar  as  such  findings  and  de¬ 
terminations  may  be  in  conflict  with  the 
findings  and  determinations  set  forth 
herein. 

(a)  Findings  upon  the  basis  of  the 
hearing  record.  Pursuant  to  the  pro¬ 
visions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.  S.  C.  601  et  seq.) ,  and  the  applicable 
rules  of  practice  and  procedure,  as 
amended,  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  a  public  hear¬ 
ing  was  held  upon  certain  proposed 
amendments  to  the  tentative  marketing 
agreement  and  to  the  order,  as  amended, 
regulating  the  handling  of  milk  in  the 
St.  Louis,  Missouri,  marketing  area. 
Upon  the  basis  of  the  evidence  intro¬ 
duced  at  such  hearing  and  the  record 
thereof,  it  is  found  that: 

(1)  The  said  order,  as  amended,  and 
as  hereby  further  amended,  and  all  the 
terms  and  conditions  thereof,  will  tend 
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to  effectuate  the  declared  policy  of  the 

(2)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  Section  2  of  the  act 
are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supplies  and  demand  for  milk  in 
the  said  marketing  area  and  the  mini¬ 
mum  prices  specified  in  the  order,  as 
amended,  and  as  hereby  further 
amended,  are  such  prices  as  will  refiect 
the  aforesaid  factors,  insure  a  sufficient 
quantity  of  pure  and  wholesome  milk 
and  be  in  the  public  interest;  and  * 

(3)  The  said  order,  as  amended,  and 
as  hereby  further  amended,  regulates  the 
handling  of  milk  in  the  same  manner  as 
and  is  applicable  only  to  persons  in  the 
respective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in  a  marketing 
agreement  upon  which  a  hearing  has 
been  held. 

(b)  Additional  findings.  It  is  neces¬ 
sary,  in  the  public  interest,  to  make  this 
order  amending  the  order,  as  amended, 
effective  not  later  than  December  1, 1955, 
so  as  to  refiect  current  marketing  con¬ 
ditions.  Any  delay  beyond  December  1, 
1955,  in  the  effective  date  of  this  order 
amending  the  order,  as  amended,  will 
impair  the  orderly  marketing  of  milk  in 
the  St.  Louis,  Missouri,  marketing  area. 
The  changes  effected  by  this  order 
amending  the  order,  as  amended,  do  not 
require  of  persons  affected,  substantial  or 
extensive  preparation  prior  to  the  effec¬ 
tive  date. 

In  view  of  the  foregoing,  it  is  hereby 
found  and  determined  that  good  cause 
exists  fcH:  making  this  order  amending 
the  order,  as  amended,  effective  Decem¬ 
ber  1, 1955,  and  that  it  would  be  imprac¬ 
ticable,  unnecessary,  and  contrary  to  the 
public  interest  to  delay  the  effective  date 
of  this  order  30  days  after  its  publication 
in  the  Pkderal  Register  (Sec.  4  (c) ,  Ad¬ 
ministrative  Procedure  Act,  5  U.  S.  C. 
1001  et  seq.). 

(c)  Determinations.  It  is  hereby  de¬ 
termined  that  handlers  (excluding  co¬ 
operative  associations  of  producers  who 
are  not  engaged  in  processing,  distrib¬ 
uting  or  shipping  the  milk  covered  by 
this  order  amending  the  order  as  amend¬ 
ed)  of  more  than  50  percent  of  the  vol¬ 
ume  of  milk  covered  by  the  aforesaid 
order,  as  amended,  and  as  hereby  fur¬ 
ther  amended,  which  is  marketed  within 
the  St.  Louis,  Missouri,  marketing  area, 
refused  or  failed  to  sign  the  marketing 
agreement  regulating  the  handling  of 
milk  in  the  said  marketing  area,  and  it 
is  hereby  further  determined  that: 

(1)  The  refusal  or  failure  of  such 
handlers  to  sign  said  marketing  agree¬ 
ment  tends  to  prevent  the  effectuation  of 
the  declared  policy  of  the  act; 

(2)  The  issuance  of  this  order  amend¬ 
ing  the  order,  as  amended,  is  the  only 
practical  means,  pursuant  to  the  declared 
policy  of  the  act,  of  advancing  the  in¬ 
terests  of  the  producers  of  milk  which 
is  produced  for  sale  in  the  said  market¬ 
ing  area;  and 

(3)  The  issuance  of  this  order  amend¬ 
ing  the  order,  as  amended,  is  approved 
or  favored  by  at  least  two-thirds  of  the 


the  production  of  milk  for  sale  in  the 
said  marketing  area. 

Order  relative  to  handling.  It  is 
therefore  ordered,  that  on  and  after  the 
effective  date  hereof  the  handling  of 
milk  in  the  St.  Louis,  Missouri,  market¬ 
ing  area  shall  be  in  conformity  to  and  in 
compliance  with  the  terms  and  condi¬ 
tions  of  the  aforesaid  order,  as  amended, 
and  as  hereby  further  amended  and  the 
aforesaid  order,  as  amended,  is  hereby 
further  amended  as  follows: 

1.  Add  to  §  903.51  (a)  (2)  the  follow¬ 
ing  proviso:  Provided,  That  for  the 
months  of  April  1956  through  June  1956, 
such  rate  shall  be  4  cents,  and  for  all 
other  months  from  the  effective  date 
hereof  through  August  1956  such  rate 
shall  be  5  cents.” 

2.  Amend  §  903.51  (a)  (3)  to  read  as 
follows: 

(3)  For  each  month  calculate  a  utili¬ 
zation  percentage  by  (i)  dividing  the 
net  pounds  of  Class  I  milk  disposed  of 
from  all  pool  plants  (except  non-Grade 
A  milk  disposed  of  outside  the  marketing 
area  and  allocated  to  other  source  milk) 
plus  the  Class  I  milk  disposed  of  in  the 
marketing  area  from  nonpool  plants,  all 
for  the  12-month  period  ending  with  the 
beginning  of  the  preceding  month,  into 
the  total  pounds  of  producer  milk  during 
such  12-month  period,  (ii)  multiplying 
by  100,  (iii)  adding  or  subtracting,  re¬ 
spectively,  any  amount  by  which  such 
result  is  greater  or  less  than  a  com¬ 
parable  12-month  utilization  percentage 
as  computed  for  the  third  month  pre¬ 
ceding,  and  (iv)  rounding  the  resultant 
figure  to  the  nearest  whole  percent. 

(Sec.  5,  49  Stat.  753,  as  amended;  7  XT.  S.  C. 
608c) 

Issued  at  Washington,  D.  C.,  this  29th 
day  of  November  1955,  to  be  effective  on 
and  after  the  1st  day  of  December  1955. 

[seal]  Earl  L.  Butz, 

Assistant  Secretary  of  Agricutlure. 

[F.  R.  Doc.  55-9661;  Filed,  Nov.  30,  1955;' 

8:53  a.  m.] 


[Docket  No.  AO-247-RO-1] 

Part  916 — Milk  in  Upstate  Michigan 
Marketing  Area 

CORRECTION  TO  THE  ORDER 

In  F.  R.  Doc.  55-8413  which  appeared 
in  the  issue  for  Saturday,  October  15, 
1955,  make  the  following  change  on 
page  7772: 

In  §  916.70  (b)  (1)  change  the  phrase 
“on  or  before  the  16th  day  of  each 
month  ”,  to  read  “on  or  before  the  15th 
day  of  each  month”. 

Issued  at  Washington,  D.  C.,  this  25th 
day  of  November  1955. 

[seal]  Earl  L.  Bittz, 

Assistant  Secretary  of  Agriculture. 

[F.  R.  Doc.  65-9625;  Piled,  Nov.  30,  1955; 
8:49  a.  m.] 


Part  945— Tomatoes  Grown  in  Florida 

LIMITATION  OF  SHIPMENTS 


regarding  proposed  limitation  of  ship¬ 
ments,  to  be  made  effective  under  Mar¬ 
keting  Agreement  No.  125  and  Order  No. 

45  (7  CFR  Part  945 ;  20  F.  R.  7357) ,  regu¬ 
lating  the  handling  of  tomatoes  grown  in 
the  State  of  Florida,  was  published  in  the 
Federal  Register  November  4,  1955  (20 
F.  R.  8295).  This  regulatory  program 
is  effective  under  the  Agricultural  Mar¬ 
keting  Agreement  Act  of  1937,  as 
amended  (48  Stat.  31,  as  amended;  7 
U.  S.  C.  601  et  seq.;  68  Stat.  906,  1047). 
After  consideration  of  all  relevant  mat¬ 
ters  presented,  including  the  proposals 
set  forth  in  the  aforesaid  notice,  which 
proposals  were  adopted  and  submitted 
for  approval  by  the  Florida  Tomato  Com¬ 
mittee,  established  pursuant  to  said 
marketing  agreement  and  order,  and  the 
data,  views,  and  arguments  filed  by  Her¬ 
bert  S.  Young,  P.  O.  Box  645,  Boca  Ratoa, 
Florida,  W.  H.  Wahrendorff,  President, 
Florida  Hydroponic  Growers’  Coopera¬ 
tive  Association  Inc.,  P.  O.  Box  53,  Ken¬ 
dall,  Florida  and  J.  R.  Hime,  President, 
Vita  King  Farms,  Hypoluxo,  Florida,  it 
is  hereby  found  that  the  limitation  of 
shipments,  as  hereinafter  provided,  will 
tend  to  effectuate  the  declared  policy  of 
the  act. 

(2)  It  is  hereby  found  that  it  is  im¬ 
practicable  and  contrary  to  the  public 
interest  to  postpone  the  effective  date 
of  this  section  until  30  days  after  pub¬ 
lication  in  the  Federal  Register  (5 
U.  S.  C.  1001  et  seq.)  in  that  (i)  the 
time  intervening  between  the  date  when 
information  upon  which  this  section  is 
based  became  available  and  the  time 
when  this  section  must  become  effective 
in  order  to  effectuate  the  declared  policy 
of  the  act  is  insufficient  in  that  the  han¬ 
dling  of  tomatoes  grown  in  the  produc¬ 
tion  area  will  have  begun  by  the  effective 
date  of  this  section,  (ii)  more  orderly 
marketing  in  the  public  interest,  than 
would  otherwise  prevail,  will  be  pro¬ 
moted  by  regulating  the  handling  of 
tomatoes,  in  the  manner  set  forth  below, 
on  and  after  the  effective  date  of  this 
section,  (iii)  compliance  with  this  sec¬ 
tion  will  not  require  any  special  prep¬ 
aration  on  the  part  of  handlers  which 
cannot  be  completed  by  the  effective 
date,  (iv)  reasonable  time  is  permitted 
under  the  circumstances,  for  such  prep¬ 
aration,  and  (v)  notice  has  been  given 
of  the  proposed  limitation  of  shipments 
by  publication  thereof  in  the  Federal 
Register  of  November  4,  1955  (20  F.  R. 
8295). 

(b)  Order.  (1)  During  the  period 
from  December  5,  1955,  to  May  31,  1956, 
both  dates  inclusive,  and  except  as 
otherwise  provided  in  this  section,  no 
person  shall  handle  tomatoes  of  any 
variety  grown  in  the  production  area 
unless  such  tomatoes  meet  the  require¬ 
ments  of  the  U.  S.  No.  2  or  better  grade. 

(2)  Pursuant  to  §  945.53  each  person 
may  handle  not  in  excess  of  300  pounds 
of  tomatoes  per  day  without  regard  to 
the  requirements  of  this  part. 

(3)  The  requirements  of  subpara¬ 
graph  (1)  of  this  paragraph  shall  not  be 
applicable  to  shipments  of  tomatoes  (i) 
to  registered  handlers  within  the  pro¬ 
duction  area,  (ii)  to  all  State-operated 


producers  who,  during  the  representative  $945,301  Limitation  of  shipments-^'  auction  markets  and  to  the  Sumter 
period  (October  1955),  were  engaged  in  (a)  Findings.  (1)  Notice  of  rule  making '  County  Farmers  Market,  Webster,  Flor- 
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ida,  (iii)  to  canning  plants,  or  (iv)  for 
relief  or  charity. 

(4)  Each  handler  making  shipments 
of  tomatoes  to  canning  plants  or  for  re¬ 
lief  or  charity  shall  file  an  application 
pursuant  to  §  945.56  with  the  committee 
for  a  Certificate  of  Privilege  for  such 
shipments.  Further,  each  handler  who 
ships  tomatoes  for  relief  or  charity  shall, 
pursuant  to  §  945.80,  furnish  a  record  of 
such  shipments  to  the  committee.  In 
addition,  each  application  for  a  Certifi¬ 
cate  of  Privilege  to  ship  tomatoes  for 
relief  or  charity  or  to  canning  plants 
shall  be  accompanied  by  the  respective 
consignee’s  certification  that  the  toma¬ 
toes  to  be  shipped  to  him  will  be  used 
only  for  canning  or  for  relief  or  charity, 
as  the  case  may  be. 

(5)  No  person  shall  handle  any  toma¬ 
toes  for  which  inspection  is  required 
unless  an  appropriate  inspection  certifi¬ 
cate  had  been  issued  with  respect  thereto 
and  the  certificate  is  valid  at  the  time  of 
handling.  For  purposes  of  operation 
under  this  part,  each  inspection  certifi¬ 
cate  is  hereby  determined,  pursuant  to 
paragraph  (c)  of  §  945.60,  to  be  valid  for 
a  period  not  to  exceed  72  hours  following 
completion  of  inspection  as  shown  on  the 
applicable  certificate. 

(6)  “U.  S.  No.  2  Grade,”  as  used  in  this 
section,  shall  have  the  same. meaning 
assigned  this  term  in  the  United  States 
Standards  for  Fresh  Tomatoes  (§§51.- 
1855  to  51.1876  of  this  title;  18  F.  R. 
7142),  including  the  tolerances  set  forth 
therein.  All  other  terms  used  in  this 
section  shall  have  the  same  meaning  as 
when  used  in  Marketing  Agreement  No. 
125  and  Order  No.  45  (7  CFR  Part  945; 
20  F.  R.  7357). 

(Sec.  5.  49  Stat.  753,  as  amended;  7  IT.  S.  C. 
608c) 

Dated:  November  28,  1955. 

[seal]  Floyd  F.  Hedlund, 
Acting  Director. 

Fruit  and  Vegetable  Division. 

[P.  R.  Doc.  55-9640;  Filed,  Nov.  30.  1955; 

8:52  a.  m.] 


TITLE  9— ANIMALS  AND 
ANIMAL  PRODUCTS 

Chapter  I — ^Agricultural  Research 
Service,  Department  of  Agriculture 

Subchapter  D— ixportation  and  Importation  of 
Animals  and  Animal  Products 
[B.  A.  I.  Order  378,  Amdt,  3] 

Part  91 — ^Inspection  and  Handling  of 
Livestock  for  Exportation 

■  inspection  and  certification 

Pursuant  to  the  provisions  of  sections 
4  and  5  of  the  Act  of  May  29,  1884,  as 
amended  (23  Stat.  32,  as  amended;  21 
U.  S.  C.  112,  113),  section  10  of  the  Act 
of  August  30.  1890  (26  Stat.  417;  21  U.  S. 
C.  105),  section  1  of  the  Act  of  February 
2,  1903,  as  amended  (32  Stat.  791,  as 
amended;  21  U.  S.  C.  112,  113,'*  120,  121), 
the  Act  of  March  4,  1907  (34  Stat.  1263; 
21  U.  S.  C.  80,  81,  82,  86) ,  and  the  Act  of 
July  24,  1919  (41  Stat.  241;  21  U.  S.  C. 
96),  Part  91  of  Title  9  of  the  Code  of 


Federal  Regulations,  governing  the  in¬ 
spection  and  handling  of  livestock  for 
exportation,  is  hereby  amended  by 
changing  the  last  sentence  of  paragraph 
(a)  of  §  91.4  to  read  as  follows:  “Certifi¬ 
cates  accompanying  animals  to  the  port 
of  export  shall  show  proper  identifica¬ 
tion  of  the  animals  in  the  shipment  with 
respect  to  breed,  sex,  and  age  and,  when 
applicable,  shall  also  show  registration 
name,  registration  number,  tattoo  mark¬ 
ings,  tag  number,  or  other  natural  or  ac¬ 
quired  markings,  and  shall  be  endorsed 
by  the  veterinarian  in  charge  of  Animal 
Disease  Eradication  Branch  field  activi¬ 
ties  of  the  Department  in  the  State  of 
origin  of  the  animals,  or  by  another  De¬ 
partment  veterinarian  so  authorized  by 
the  Chief  of  Branch.” 

Effective  date.  The  foregoing  amend¬ 
ment  shall  become  effective  upon  issu¬ 
ance. 

The  amendment  clarifies  the  manner 
of  identifying  certain  animals  on  cer¬ 
tificates  issued  in  connection  with  ex¬ 
port  shipments  of  such  animals  and  will 
not  adversely  affect  the  rights  or  obli¬ 
gations  of  any  persons  subject  to  the 
regulations.  Accordingly,  under  section 
4  of  the  Administrative  Procedure  Act 
(5  U.  S.  C.  1003) ,  it  is  found  upon  good 
cause  that  notice  and  other  public  pro¬ 
cedure  with  respect  to  the  amendment 
are  unnecessary,  impracticable,  and 
contrary  to  the  public  interest,  and  good 
cause  is  found  for  making  the  amend¬ 
ment  effective  less  than  30  days  after 
publication  in  the  Federal  Register. 

(Secs.  4,  5,  23  Stat.  32,  as  amended,  sec.  10, 
26  Stat.  417,  sec.  1,  26  Stat.  833,  as  amended; 
21  U.  S.  C.  105,  112,  113,  120,  46  U.  S.  C.  466a. 
Interprets  or  applies  34  Stat.  1263,  41  Stat. 
241,  sec.  1,  32  Stat.  791,  as  amended;  21 
U.  S.  C.  80-82,  86,  96,  121) 

Done  at  Washington,  D.  C.,  this  28th 
day  of  November  1955. 

[seal]  M.  R.  Clarkson, 

Acting  Administrator. 

[P.  R.  Doc.  55-9641;  Piled,  Nov.  30,  1955; 

8:52  a.  m.J 

TITLE  14— CIVIL  AVIATION 

Chapter  I — Civil  Aeronautics  Board 

Subchapter  A — Civil  Air  Regulations 
[Supp.  22] 

Part  3 — Airplane  Airworthiness;  Nor¬ 
mal,  Utility,  and  Acrobatic  Cate¬ 
gories 

miscellaneous  amendments 

Section  3.345-3  of  this  supplement 
makes  available  to  the  general  aviation 
public  minimum  standards  concerning 
pulleys  for  control  systems. 

Section  3.10-1  is  no  longer  necessary  as 
the  change  to  §  3.241  (effective  August  25, 
1955)  requires  dynamic  loading  to  be 
considered  in  evaluating  the  design  loads 
under  the  ground  load  conditions. 

1.  A  new  §  3.345-3  is  added  as  follows: 

§  3.345-3  Approval  of  pulleys  for  con- 
^rol  systems  (CAA  policies  tvhich  apply  to 
§  3.345) .  The  Administrator  does  not 
issue  specific  approval  as  such  for  pulleys 


for  general  use  on  aircraft.  Approval  is 
limited  to  its  use  as  a  part  of  a  specific 
airplane  design.  Conformance  with  the 
Army-Navy-Aeronautical  Standards,  Na¬ 
tional  Aircraft  Standards,  or  with  stand¬ 
ards  established  for  pulleys  previously 
approved  for  use  in  civil  aircraft,  or  ade¬ 
quate  substantiation  of  the  manufac¬ 
turer’s  own  design  through  stress  anal¬ 
ysis  or  tests  are  the  procedures  utilized  in 
complying  with  the  “approved  specifica¬ 
tions”  of  CAR  3.345.  * 

2.  Section  3.10-1  as  published  in  19 
P.  R.  8653,  December  17,  1954,  is 
rescinded. 

(Sec.  205,  52  Stat.  984;  49  U.  S.  C.  425.  Inter¬ 
prets  or  applies  sec.  601,  52  Stat.  1007;  49 
U.  S.  C.  551) 

This  supl>lement  shall  become  effective 
December  30, 1955. 

[seal]  P.  B.  Lee,  ' 

Administrator  of  Civil  Aeronautics. 

[P.  R.  Doc.  65-9601;  Piled,  Nov.  30,  1955; 

8:45  a.  m.]  ' 


[Supp.  18] 

Part  40 — Scheduled  Interstate  Air  Car¬ 
rier  Certification  and  Operation 
Rules 

STRAIGHT-IN  APPROACHES  USING  NON- 

DIRECTIONAL  L/MF  RADIO  FACILITY 

The  purpose  of  this  supplement  is  to 
clarify  §  40.406-2  (c)  (3) .  As  presently 
written  this  subparagraph  could  be  in¬ 
terpreted  to  mean  that  the  CAA  may 
establish  circling  minimums  of  500-1  for 
four  engine  aircraft  with  stall  speeds  in 
excess  of  75  m.  p.  h.  Such  an  interpre¬ 
tation  was  not  intended.  Therefor^,  to 
eliminate  any  possibihty  of  such  an  in¬ 
terpretation,  §  40.406-2  (c)  (3)  is  re¬ 
vised  to  read  that  when  a  non-direc- 
tional  L/MF  radio  facility  is  located  on 
an  airport,  the  minimum  ceiling  will  be 
not  less  than  500  feet  and  the  visibility 
minimums  will  be  those  specified  in 
§  40.40&-2  (c)  (3)  for  circling  ap¬ 

proaches. 

Section  40.406-2  (c)  (3)  is  revised  to 
read  as  follows: 

§  40.406-2  Ceiling  and  visibility  mini¬ 
mums — IFR  (CAA  policies  which  apply 
to  §  40.406) .  •  •  * 

(c)  Landing  minimums.  regular,  re¬ 
fueling.  or  provisional  airports.  •  •  • 

(3)  Straight-in  approaches  using 
non-directional  L/MF  radio  facility. 
When  a  non-directional  L/MF  radio 
facility  is  located  on  an  airport,  the 
minimum  ceiling  will  not  be  less  than 
500  feet  and  the  visibility  minimum  as 
specified  in  subparagraph  (1)  of  this 
paragraph  for  circling  approaches. 

(Sec.  205,  52  Stat.  984,  as  amended;  49  U.  S.  C. 
425.  Interprets  or  applies  sec.  601,  52  Stat. 
1007,  as  amended;  49  U.  S.  C.  551) 

This  supplement  shall  become  effective 
December  30,  1955. 

[SEAL]  F.  B.  Lee, 

Administrator  of  Civil  Aeronautics. 

[P.  R.  Doc.  55-9602;  Piled,  Nov.  30,  1955;] 
8:45  a.  m.] 
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Chapter  II— Civil  Aeronautics  Admin¬ 
istration,  Department  of  Commerce 

[Arndt.  144] 

Part  608 — Restricted  Areas 

ALTERATION 

The  restricted  area  alteration  appear¬ 
ing  hereinafter  has  been  coordinated 
with  the  civil  operators  involved,  the 
Army,  the  'Navy,  and  the  Air  Force,' 
through  the  /Dr  Coordinating  Commit¬ 
tee,  Airspace  Panel  and  is  adopted  to 
became  effective  when  indicated  in  order 
to  promote  safety  of  the  flying  public. 
Since  a  military  function  of  the  United 
States  is  involved,  compliance  with  the 
notice,  procedure  and  effective  date  pro¬ 
visions  of  section  4  of  the  Administrative 
Procedure  Act  is  not  required. 

Part  608  is  amended  as  follows: 

1.  In  §  608.18,  the  Banana  River,  Flor¬ 
ida,  area  (R-162),  amended  on  Septem¬ 
ber  27,  1955  in  20  F.  R.  7189,  is  further 
amended  by  changing  the  '‘Designated 
Altitudes”  column  to  read:  “Unlimited 
excluding  that  portion  overlapping  the 
Orlando  Control  Area  above  13,000  feet 
MSL.” 

(Sec.  205,  52  Stat.  984,  as  amended;  49  U.  S.  C. 
425.  Interprets  or  applies  sec.  601,  52  Stat. 
1007,  as  amended;  49  U.  S.  C.  551) 

This  amendment  shall  become  effec¬ 
tive  December  23,  1955. 

[seal]  F.  B.  Lee, 

Administrator  of  Civil  Aeronautics. 

[F.  B.  Doc.  55-9603;  Filed,  Nov.  30.  1955; 

8:45  a.  m.] 


TITLE  15— COMMERCE  AND 
FOREIGN  TRADE 

Chapter  III — Bureau  of  Foreign  Com¬ 
merce,  Department  of  Commerce 

Swbchapter  B  Export  Regulations 
[7th  Qen.  Rev.  of  Export  Regs.,  Arndt.  46] 

Part  ^73 — ^Licensing  Poucies  and 
Related  Special  Provisions 

THEE  SCHEDTILES  FOR  SUBMISSION  OF 
APPLICATIONS  FOR  CERTAIN  LICENSES 

Section  373.71  Supplement  1;  Time 
schedules  for  submission  of  applications 
for  licenses  to  escort  certain  Positive 
List  commodities  is  amended  by  delet¬ 
ing  the  date  “Before  December  1,  1955” 
in  the  column  headed  “Fourth  Quarter, 
1955”  and  substituting  in  lieu  thereof  the 
date  “Before  December  16,  1955”  for  the 
following  commodities; 


Dept,  of 
Com- 
meroe 
Schedule 
B  No. 

Commodity 

630050 

Aluminum  scrap  (new  and  old). 

630070 

Aluminum  remelt  ingots. 

641300 

Copper  scrap  (new  and  old)  containing  40 
percent  or  more  copper. 

644000 

Copper-base  alloy  scrap  (new  and  old)  con* 
taining  40  percent  or  more  copper. 

This  amendment  shall  become  effective 
as  of  December  1,  1955. 

I 

(Sec.  3,  63  Stat.  7.  as  amended;  50  XT.  S.  C. 
App.  2023.  E.  O.  9630,  10  P.  R.  12245.  3  CPR, 


1945  Supp.,  E.  O.  9919.  13  F.  R.  59.  3  CFB, 
1948  Supp.) 

Loring  K.'Macy, 
Director, 

Bureau  of  Foreign  Commerce. 

[F.  R.  Doc.  55-9655;  Piled,  Nov.  30,  1955; 
8:52  a.  m.] 


TITLE  16— COMMERCIAL 
PRACTICES 

Chapter  I — Federal  Trade  Commission 

Subchapter  A— Policies,  Procedure,  and  Orders 
[Docket  6383] 

Part  13 — ^Digest  of  Cease  and  Desist 
Orders 

AMERICAN  brake  SHOE  CO. 

Subpart — Discriminating  in  price  un~ 
der  section  2,  Clayton  Act,  as  amended — 
Price  discrimination  under  2  (a) : 

§  13.715  Charges  and  price  differentials. 
Subpart — Selling  below  cost:  §  13.2180 
Selling  below  cost. 

(Sec.  6,  38  Stat.  721;  15  U.  S.  C.  46.  Inter¬ 
pret  or  apply  sec.  2.  38  Stat.  730,  as  amended; 
15  XT.  S.  C.  13)  [Cease  and  desist  order, 
American  Brake  Shoe  Company.  New  York, 
N.  Y.,  Docket  6383,  November  15,  1955] 

This  proceeding  was  heard  by  J.  Earl 
Cox,  hearing  examiner,  upon  the  com¬ 
plaint  of  the  Commission — charging  the 
second  largest  bearing  manufacturer  in 
the  industry,  which,  combined  with  the 
largest,  accounted  for  more  than  90  per¬ 
cent  of  that  business,  with  violation  of 
section  2  (a)  of  the  Clayton  Act  through 
selling  railroad  car  journal  bearings  at 
different  prices  in  different  trade  areas 
from  1950  to  1954,  and  selling  such  bear¬ 
ings  to  a  favored  customer  in  the  south¬ 
eastern  trade  area  (including  the  States 
of  Virginia,  North  Carolina,  Georgia, 
and  Florida)  at  a  lower  price  than  that 
charged  other  customers  in  the  same 
area,  which  was  below  the  cost  of  man¬ 
ufacture  and  sale  during  much  of  the 
years  1953  and  1954 — and  an  agreement 
between  the  parties  providing  for  the 
entry  of  a  consent  order  in  accordance 
with  §  3.25  of  the  Commission’s  rules  of 
practice. 

On  this  basis,  the  hearing  examiner 
made  his  initial  decision  and  order  to 
cease  and  desist  which,  by  the  Commis¬ 
sioner’s  order  of  November  15,  1955,  be¬ 
came,  pursuant  to  §  3.21  of  the  rules  of 
practice,  the  “Decision  of  the  Commis¬ 
sion”. 

Said  “Decision  of  the  Commission  and 
Order  to  File  Report  of  Compliance”  is 
as  follows: 

Whereas,  the  hearing  examiner  on  Oc¬ 
tober  6,  1955,  flled  his  initial  decision  in 
this  matter,  which  initial  decision  was 
based  upon  an  agreement  for  a  consent 
order  executed  on  September  13,  1955, 
by  all  parties;  and 

Whereas,'  upon  its  review  of  said  initial 
decision  the  Commission  has  noted  that 
the  order  to  cease  and  desist  contained 
therein,  through  inadvertent  omission  of 
a  definition  of  the  term  “trade  area,” 
varies  from  the  order  to  cease  and  de¬ 
sist  agreed  upon  by  the  parties;  and 

In  order  to  correct  this  obviously  cler¬ 
ical  omission  and  to  conform  the  order 
in  the  initial  decision  with  the  form  of 


order  in  the  “Agreement  Containing 
Consent  Order  to  Cease  and  Desist”  exe¬ 
cuted  by  the  parties  hereto: 

It  is  ordered,  'That  the  order  to  cease 
and  desist  contained  in  sai^  initial  ^je- 
cision  be  modified  so  that  the  said  order 
shall  read  in  full  as  follows: 

It  is  ordered,  ITiat  respondent,  American 
Brake  Shoe  Company,  a  corporation,  and  its 
officers,  representatives,  agents  and  em¬ 
ployees,  directly  or  indirectly,  through  the’ 
National  Bearing  Division  or  any  other  di¬ 
vision,  or  through  any  corporate  or  other 
device,  in  or  in  connection  with  the  sale  of 
railroad  car  journal  bearings  in  commerce, 
as  “commerce”  is  defined  in  the  Clayton  Act, 
as  amended,  do  forthwith  cease  and  desist 
from  discriminating,  directly  or  indirectly, 
in  the  price  of  said  product  by: 

Selling  railroad  car  Journal  bearings  of 
like  grade  and  quality  to  a  ptirchaser  in  any 
trade  area  at  prices  different  from  those 
charged  any  other  ^  pimchaser  in  the  same 
trade  area,  whether  the  sale  is  effected 
through  respondent’s  plant  which  custom¬ 
arily  supplies  such  area  or  through  any 
of  its  other  plants,  where,  in  the  sale  of 
said  bearings  to  any  purchaser  charged  a 
lower  price,  respondent  is  in  competition 
with  any  other  seller. 

The  term  “trade  area”  as  used  herein 
means  the  geographical  area  customarily 
supplied  with  railroad  car  Journal  bearings 
by  each  of  respondent’s  several  manufac¬ 
turing  plants. 

As  so  modified,  the  initial  decision  of 
the  hearing  examiner  shall,  on  the  15th 
day  of  November  1955,  become  the  de¬ 
cision  of  the  Commission;  and,  accord¬ 
ingly 

It  is  further  ordered,  'That  the  re¬ 
spondent  herein  shall,  within  sixty  (60)  ^ 
days  after  service  upon  it  of  this  order, 
file  with  the  Commission  a  report  in 
writing  setting  forth  in  detail  the  man¬ 
ner  and  form  in  which  it  has  complied 
with  the  order  to  cease  and  desist. 

Issued:  November  15,  1955. 

By  the  Commission. 

[SEAL]  Robert  M.  Parrish, 

Secretary. 

[P.  R.  Doc.  55-9632;  Piled,  Nov.  30,  1956; 

8:50  a.  m.] 


[Docket  6408] 

Part  13 — Digest  of  Cease  and 
Desist  Orders 

BERJON  CO.  ET  AL. 

Subpart — Advertising  falsely  or  mis¬ 
leadingly:  §  13.30  Composition  of  goods; 
§  13.170  Qualities  or  properties  of  prod¬ 
uct  or  service;  §  13.205  Scientific  or 
other  relevant  facts. 

(Sec.  6,  38  stat.  721;  15  U.  S.  C.  46.  Inter¬ 
pret  or  apply  sec.  5,  38  Stat.  719,  as  amended; 
15  X7.  S.  C.  45)  [Cease  and  desist  order.  The 
Berjon  Company  et  al.,  Memphis,  Tenn., 
Docket  6408,  November  10,  1955] 

In  the  Matter  of  E.  R.  Ferguson,  Jr.,  and 
John  R.  Pepper,  Individually  and  as 
Copartners  Trading  as  The  Berjon 
Compn/ny;  and  Brick  Muller  and  Asso¬ 
ciates,  a  Corporation 

This  proceeding  was  heard  by  William 
L.  Pack,  hearing  examiner,  on  the  com¬ 
plaint  of  the  CTommission— charging  re¬ 
spondents  with  the  dissemination  of 
false  advertisements  in  newspapers  and 


Thursday,  December  1,  1955 

by  radio  broadcasts  concerning  their 
“Pep-Ti-Kon”  vitamin  and  mineral 
preparation — and  an  agreement  between 
the  parties  providing  for  the  entry  of  a 
consent  order  in  accordance  with  §  3^25 
of  the  Commission’s  rules  of  practice. 

Upon  this  basis,  the  hearing  examiner 
made  his  initial  decision  and  order  to 
cease  and  desist,  which  by  the  Commis¬ 
sion’s  order  of  November  10,  1955,  be¬ 
came,  pursuant  to  §  3.21  of  the  rules  of 
practice,  the  “Decision  of  the  Commis¬ 
sion’’. 

The  order  to  cease  and  desist  is  as 
follows: 

It  is  ordered.  That  respondents  E.  R. 
Ferguson,  Jr.,  and  John  R.  Pepper,  in¬ 
dividually  and  as  copartners  trading  as 
The  Berjon  Company,  and  respondent 
Brick  Muller  and  Associates,  a  corpora¬ 
tion,  and  respondents’  agents,  represen¬ 
tatives  and  employees,  directly  or 
through  any  corporate  or  other  device,  in 
connection  with  the  offering  for  sale,  sale 
or  distribution  of  the  preparation  Pep- 
Ti-Kon,  whether  sold  under  the  same  or 
any  other  name,  or  any  other  prepara¬ 
tion  of  substantially  similar  composition 
or  possessing  substantially  similar  prop¬ 
erties,  in  commerce,  as  “commerce’’  is  de¬ 
fined  in  the  Federal  Trade  Commission 
Act,  do  forthwith  cease  and  desist  from 
representing,  directly  or  by  implication, 
that: 

1.  Pep-Ti-Kon  will  prevent  or  over¬ 
come  the  discomforts  caused  by  weather 
conditions  or  the  lassitude  experienced 
by  some  individuals  in  spring. 

2.  Bad  teeth  or  false  teeth  cause,  in  all 
instances  or  in  any  percentage  of  in¬ 
stances  contrary  to  established  fact,  the 
consumption  of  a  diet  which  is  deficient 
in  iron.  . 

3.  Pep-Ti-Kon  supplies  essential  min¬ 
erals  in  the  diet  other  than  iron. 

4.  Boils  or  pimples  are  caused  by  iron 
or  vitamin  deficiencies  or  that  Pep-Ti- 
Kon  is  an  effective  treatment  for  these 
conditions. 

5.  Loss  of  youth  is  due  to  iron  de¬ 
ficiency. 

By  said  “Decision  of  the  Commission”, 
report  of  compliance  was  required  as 
follows: 

It  is  ordered,  TTiat  the  respondents 
herein  shall  within  sixty  (60)  days  after 
service  upon  them  of  this  order,  file  with 
the  Commission  a  report  in  wirting  set¬ 
ting  forth  in  detail  the  manner  and  form 
in  which  they  have  complied  with  the 
order  to  cease  and  desist. 

Issued:  November  10, 1955. 

By  the  Commission. 

[seal]  Robert  M.  Parrish, 

Secretary. 

[P.  R.  Doc.  55-9633;  Filed,  Nov.  30,  1955; 

8:50  a.  m.]  * 


[Docket  6364] 

Part  13 — Digest  of  Cease  and  Desist 
Orders 

American  Credit  Bureau,  Inc.,  et  al. 

Subpart — Misrepresenting  oneself  and 
goods — Services:^  §  13.1837  Cost;* 


FEDERAL  REGISTER 

§  13.1838  Terms  and  conditions.*  Sub¬ 
part — S  e curing  information  decep~ 
tively:  *  §  13.2168  Securing  information 
deceptively.* 

(Sec.  6,  38  Stat.  721;  15  U.  S.  C.  46.  Inter¬ 
pret  or  apply  sec.  5,  38  Stat.  719,  as  amended; 
15  U.  S.  C.  45)  [Cease  and  desist  order. 
The  American  Credit  Bureau,  Inc.,  et  al.. 
Chicago.  Ill.,  Docket  6364,  November  10. 
1955] 

In  the  Matter  of  The  American  Credit 
Bureau,  Inc.,  a  Corporation;  and 
Larry  Lawrence,  Eugene  E.  Stewart, 
and  D.  B.  Dolmyer,  Individually  and 
as  Officers  and  Directors  of  Said  Cor~ 
poration,  and  Victor  Dolmyer,  Indi~ 
vidually  and  as  Director  of  Said 
Corporation 

This  proceeding  was  heard  by  James 
A.  Purcell,  hearing  examiner,  upon  the 
complaint  of  the  Commission — which 
charged  a  corporate  collection  agency 
and  its  officers  with  misrepresenting  the 
cost  and  terms  of  services  to  customers 
and  with  making  misleading  statements 
in  letters  in  attempts  to  obtain  by 
subterfuge  information  concerning 
debtors — and  an  agreement  between  the 
parties  providing  for  the  entry  of  a  con¬ 
sent  order  in  accordance  with  §  3.25  of 
the  Commission’s  rules  of  practice. 

Upon  this  basis,  the  hearing  examiner 
made  his  initial  decision  and  order  to 
cease  and  desist,  which  by  the  Commis¬ 
sion’s  order  of  November  10,  1955,  pur¬ 
suant  to  §  3.21  of  the  rules  of  practice, 
became  the  “Decision  of  the  Commis¬ 
sion”. 

•The  order  to  cease  and  desist  is  as  fol¬ 
lows: 

It  is  ordered.  That  respondents,  ’The 
American  Credit  Bureau,  Inc.,  a  corpo¬ 
ration,  and  its  officers  and  directors,  and 
Larry  Lawrence,  Eugene  H.  Stewart  and 
D.  B.  Dolmyer,  individually  and  as  offi¬ 
cers  and  directors  of  said  corporation, 
and  Victor  Dolmyer,  individually  and  as 
director  of  said  corporation,  and  re¬ 
spondents’  representatives,  agents  and 
employees,  directly  or  through  any  cor¬ 
porate  or  other  device,  in  connection 
with  the  solicitation  of  accounts  for  col¬ 
lection,  in  commerce,  as  “commerce”  is 
defined  in  the  Federal  Trade  Commission 
Act,  do  forthwith  cease  and  desist  from 
representing,  directly  or  by  implication: 

1.  'That  no  charges  will  be  made  for 
accounts  unless  they  are  collected; 

2.  'That  personal  collection  calls  will 
be  made  on  all  debtors; 

3.  That  a  maximum  of  25  percent,  or 
any  other  percent  less  than  that  actually 
charged,  will  be  retained  by  respondents 
from  accounts  collected; 

4.  That  no  charge  is  made  on  any 
specific  account  unless  a  collection  is 
made  on  said  account; 

5.  That  accounts  will  be  returned  after 
any  specified  period  of  time  when  there 
are  conditions  not  clearly  disclosed  un¬ 
der  which  accounts  will  not  be  returned 
after  said  time; 

6.  That  prompt,  regular  or  periodic 
reports  as  to  the  status,  or  the  progress 
made  in  the  collection,  of  accounts  will 
be  made  to  creditors  unless  such  reports 
are  in  fact  rendered  at  or  about  the  time 
respondents  represent  they  will  be  made; 

7.  That  remittances  will  be  made 
within  any  specified  period  of  time  un- 
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less  they  are  in  fact  made  within  the 
time  specified. 

It  is  further  ordered.  That  The  Ameri¬ 
can  Credit  Bureau,  Inc,,  a  corporation, 
and  its  officers  and  directors,  and  Larry 
Lawrence,  Eugene  H.  Stewart  and  D.  B. 
Dolmyer,  individually  and  as  officers  and 
directors  of  said  corporation,  and  Victor 
Dolmyer,  individually  and  as  director  of 
said  corporation,  and  respondents’  rep¬ 
resentatives,  agents  and  employees,  di¬ 
rectly  or  through  any  corporate  or  other 
device,  in  connection  with  the  collection 
of,  or  attempts  to  collect,  accounts  in 
commerce,  as  “commerce”  is  defined  in 
the  Federal  Trade  Commission  Act,  do 
forthwith  cease  and  desist  from  using 
any  printed  forms  or  written  matter 
seeking  information  concerning  delin¬ 
quent  debtors,  which  represents,  directly 
or  by  implication,  that  the  purpose  for 
which  the  information  is  requested  is 
other  than  that  of  obtaining  informa¬ 
tion  concerning  delinquent  debtors. 

By  said  “Decision  of  the  Commission”, 
report  of  compliance  was  required  as 
follows : 

It  is  ordered,  'That  the  respondents 
herein  shall,  within  sixty  (60)  days  after 
service  upon  them  of  this  order,  file  with 
the  Commission  a  report  in  writing  set¬ 
ting  forth  in  detail  the  manner  and 
form  in  which  they  have  complied  with 
the  order  to  cease  and  desist. 

Issued:  November  10,  1955. 

By  the  Commission. 

[seal]  Robert  M.  Parrish, 

Secretary. 

[P.  R.  Doc.  55-9634;  PUed,  Nov.  30,  1955; 

8:51  a.  m.] 


Subchapter 'B— Trad*  Practice  Conference  Rules 
[Pile  No.  21-461] 

Part  21 — Corset,  Brassiere,  and  Allied 
Products  Industry 

promulgation  of  trade  practice  rules 

Due  proceedings  having  been  held 
under  the  trade  practice  conference  pro¬ 
cedure  in  pursuance  of  the  Act  of  Con¬ 
gress  approved  September  26,  1914,  as 
amended  (Federal  Trade  Commission 
Act) ,  and  other  provisions  of  law  admin¬ 
istered  by  the  Commission: 

It  is  now  ordered.  That  the  Group  I 
trade  practice  rules  as  hereinafter  set 
forth,  which  have  been  approved  by  the 
Commission  in  this  proceeding,  be  pro¬ 
mulgated  as  of  December  1, 1955. 

Statement  by  the  Commission.  Trade 
practice  rules  for  the  Corset,  Brassiere, 
and  Allied  Products  Industry,  as  herein¬ 
after  set  forth,  are  promulgated  by  the 
Federal  Trade  Commission  under  the 
trade  practice  conference  procedure. 

The  industry  for  which  these  rules  are 
established  is  composed  of  persons,  firms, 
corporations,  and  organizations  engaged 
in  the  manufacture,  importation,  or 
marketing  at  any  level  of  distribution, 
of  corsets,  brassieres,  girdles,  combina¬ 
tions,  garter  belts,  bust  pads,  and  related 
foundation  garments. 

The  rules  are  directed  to  the  preven¬ 
tion  and  elimination  of  various  practices 
deemed  to  be  violative  of  laws  adminis- 


*  New. 
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tered  by  the  Commission.  They  are  to 
be  applied  to  such  end  and  to  the  exclu¬ 
sion  of  any  acts  or  practices  which  sup¬ 
press  competition  or  otherwise  restrain 
trade. 

Proceedings  under  which  the  rules 
have  been  established  were  instituted 
pursuant  to  a  joint  application  by  The 
Corset  and  Brassiere  Association  of 
America,  Inc.,  and  Associated  Corset  and 
Brassiere  Manufacturers,  Inc.  A  gen¬ 
eral  industry  conference  was  held  under 
Commission  auspices  in  New  York  City 
on  April  22,  1954,  at  which  proposals  for 
rules  were  submitted  for  consideration  of 
the  Commission.  Thereafter,  proposed 
rules  were  published  by  the  Commission 
and  made  available  to  all  industry  mem¬ 
bers  and  other  interested  or  affected 
parties  upon  public  notice  whereby  they 
were  afforded  opportunity  to  present 
their  views,  including  such  pertinent  in¬ 
formation,  suggestions,  or  amendments 
as  they  desired  to  offer,  and  to  be  heard 
in  the  premises.  Pursuant  to  such  no¬ 
tice  a  public  hearing  was  held  in  New 
York  City  on  June  23,  1955,  and  all  mat¬ 
ters  there  presented,  or  otherwise  re¬ 
ceived  in  the  proceeding,  were  duly  con- 
sideretT  by  the  Commission. 

Thereafter,  and  upon  full  considera¬ 
tion  of  the  entire  matter  final  action  was 
taken  by  the  Commission  whereby  it  ap¬ 
proved  the  rules  as  hereinafter  set  forth. 

The  rules  as  approved  become  operative 
thirty  (30)  days  after  the  date  of  their 
promulgation. 

The  rules.  These  rules  promulgated  by 
the  Commission  are  designed  to  foster 
and  promote  the  maintenance  of  fair 
competitive  conditions  in  the  interest  of 
protecting  industry,  trade,  and  the  public. 
It  is  to  this  end,  and  to  the  exclusion  of 
any  act  or  practice  which  fixes  or  con¬ 
trols  prices  through  combination  or 
agreement,  or  which  unreasonably  re¬ 
strains  trade  or  suppresses  competition, 
or  otherwise  unlawfully  injures,  de¬ 
stroys,  or  prevents  competition,  that  the 
rules  are  to  be  applied. 

Sec. 

21.0  Definitions. 

21.1  Prohibited,  discrimination. 

21.2  Misrepresentation  in  general. 

21.3  Misrepresentation  as  to  weight-reduc¬ 

ing  properties. 

21.4  Identification  and  disclosure  of  fiber 

or  material  content. 

21.5  Deception  eus  to  foreign  origin. 

21.6  Defamation  of  competitors  or  false 

disparagement  of  their  products. 

21.7  Commercial  bribery. 

21.8  Inducing  breach  of  contract. 

21.9  Prohibited  forms  of  trade  restraints 

(unlawful  price* fixing,  etc.). 

21.10  Exclvisive  deals. 

21.11  Guarantees,  warranties,  etc. 

21.12  Ptish  money. 

21.13  Discriminatory  returns. 

21.14  (Consignment  distribution. 

21.15  Seconds,  irregulars,  or  rejects. 

21.16  Fictitious  prices,  price  lists,  etc. 

21.17  Misuse  of  terms  “close-outs,”  “discon¬ 

tinued  lines,”  “special  bargains,” 
etc. 

21.18  Aiding  or  abetting  use  of  unfair 

trade  practices. 

Authority:  §§  21.0  to  21.18  issued  under 
sec.  6,  38  Stat.  721;  15  U.  S.  C.  46.  Interpret 
or  apply  sec.  5.  38  Stat.  719,  as  amended;  16 
U.  S.  C.  45. 

§  21.0  Definitions.  As  used  In  the 
rules  in  this  part,  the  terms  “industry 


member”  and  “industry  products”  shall 
have  the  following  meanings,  respec¬ 
tively: 

(a)  Industry  member.  Any  person, 
firm,  corporation,  or  organization  en¬ 
gaged  in  the  manufacture,  importation, 
or  marketing  at  any  level  of  distribu¬ 
tion,  of  industry  products.  Industry 
members  who  purchase  industry  prod¬ 
ucts  for  resale  are  sometimes  referred 
to  in  these  rules  as  customers  or  com¬ 
peting  customers. 

(b)  Industry  products.  Corsets, 
brassieres,  girdles,  combinations,  garter 
belts,  bust  pads,  and  related  foundation 
garments. 

General  statement:  The  unfair  trade 
practices  embraced  in  the  rules  herein 
are  considered  to  be  unfair  methods  of 
competition,  unfair  or  deceptive  acts  or 
practices,  or  other’  illegal  practices,  pro¬ 
hibited  under  laws  administered  by  the 
Federal  Trade  Commission;  and  appro¬ 
priate  proceedings  in  the  public  interest 
will  be  taken  by  the  Commission  to  pre¬ 
vent  the  use,  by  any  person,  partnership, 
corporation,  or  other  organization  sub¬ 
ject  to  its  jurisdiction,  of  such  imlawful 
practices  in  commerce. 

GROUP  I 

§  21.1  Prohibited  discrimination  * — 
(a)  Prohibited  discriminatory  prices,  re¬ 
bates,  refunds,  discounts,  credits,  etc., 
which  effect  ynlawful  price  discrimina¬ 
tion.  It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  engaged  in 
commerce,  in  the  course  of  such  com¬ 
merce,  to. grant  or  allow,  secretly  or 
openly,  directly  or  indirectly,  any  rebate, 
refund,  discount,  credit,  or  other  form 
of  price  differential  (whether  in  the  guise 
of  samples,  or  so-called  free  deals,  or 
otherwise),  where  such  rebate,  refund, 
discoimt,  credit,  or  other  form  of  price 
differential,  effects  a  discrimination  in 
price  between  different  purchasers  of 
goods  of  like  grade  and  quality,  where 
either  or  any  of  the  purchases  involved 
therein  are  in  commerce,  and  where  the 
effect  thereof  may  be  substantially  to 
lessen  competition  or  tend  to  create  a 
monopoly  in  any  line  of  commerce,  or  to 
injure,  destroy,  or  prevent  competition 
with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such 
discrimination,  or  with  customers  of 
either  of  them:  Provided,  however: 

(1)  That  the  goods  involved  in  any 
such  transaction  are  sold  for  use,  con¬ 
sumption,  or  resale  within  any  place 
under  the  jurisdiction  of  the  United 
States; 

(2)  That  nothing  contained  in  this 
paragraph  shall  prevent  differentials 
which  make  only  due  allowance  for  dif- 


*  As  used  in  this  section,  the  word  “com¬ 
merce”  means  “trade  or  commerce  among  the 
several  States  and  with  foreign  nations,  or 
between  the  District  of  Columbia  or  any  Ter¬ 
ritory  of  the  United  States  and  any  State, 
Territory,  or  foreign  nation,  or  between  any 
insular  possessions  or  other  places  under  the 
Jurisdiction  of  the  United  States,  or  between 
any  such  possession  or  place  and  any  State  or 
Territo^  of  the  United  States  or  the  Dis¬ 
trict  of  Columbia  or  any  foreign  nation,  or 
within  the  District  of  Columbia  or  any  Ter¬ 
ritory  or  any  insular  possession  or  other 
place  under  the  Jurisdiction  of  the  United 
States.” 


ferences  in  the  cost  of  manufacture, 
sale,  or  delivery  resulting  from  the  dif¬ 
fering  methods  or  quantities  in  which 
such  commodities  are  to  such  purchasers 
sold  or  delivered; 

(3)  That  nothing  contained  in  this 
section  shall  prevent  persons  engaged  in 
selling  goods,  wares,  or  merchandise  in 
commerce  from  selecting  their  own  cus¬ 
tomers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  contained  in  this 
paragraph  shall  prevent  price  changes 
from  time  to  time  where  made  in  re¬ 
sponse  to  changing  conditions  affecting 
the  market  for  or  the  marketability  of 
the  goods  concerned,  such  as  but  not 
limited  to  actual  or  imminent  deteriora¬ 
tion  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court 
process,  or  sales  in  good  faith  in  discon¬ 
tinuance  of  business  in  the  goods  con¬ 
cerned  ; 

(b)  Prohibited  brokerage  and  com¬ 
missions.  It  is  an  unfair  trade  practice 
for  any  member  of  the  industry  ^gaged 
in  commerce,  in  the  course  of  such  com¬ 
merce,  to  pay  or  grant,  or  to  receive  or 
accept,  anything  of  value  as  a  commis¬ 
sion,  brokerage,  or  other  compensation, 
or  any  allowance  or  discount  in  lieu 
thereof,  except  for  services  rendered  in 
connection  with  the  sale  or  purchase  of 
goods,  wares,  or  merchandise,  either  to 
the  other  party  to  such  transaction  or  to 
an  agent,  representative,  or  other  inter¬ 
mediary  therein  where  such  intermedi¬ 
ary  is  acting  in  fact  for  or  in  behalf, 
or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transac¬ 
tion  other  than  the  person  by  whom 
such  compensation  is  so  granted  or 
paid. 

(c)  Prohibited  advertising  or  promo¬ 
tional  allowances,  etc.  It  is  an  unfair 
trade  practice  for  any  member  of  the 
industry  engaged  in  commerce  to  pay 
or  contract  for  the  payment  of  advertis¬ 
ing  or  promotional  allowances  or  any 
other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the 
course  of  such  commerce  as  compensa¬ 
tion  or  in  consideration  for  any  services 
or  facilities  furnished  by  or  through  such 
customer  in  connection  with  the  proc¬ 
essing,  haqdling,  sale,  or  offering  for  sale 
of  any  prcxiucts  or  commodities  manu¬ 
factured,  sold,  or  offered  for  sale  by  such 
member,  unless  such  payment  or  con¬ 
sideration  is  available  on  proportionally 
equal  terms  to  all  other  customers  com¬ 
peting  in  the  distribution  of  such  prod¬ 
ucts  or  commodities. 

Note  1:  Industry  members  giving  adver¬ 
tising  allowances  to  competing  customers 
must  exercise  precaution  and  diligence  in 
seeing  that  all  of  such  allowances  are  used 
in  accordance  with  the  terms  of  their  offers. 

Note  2:  When  an  industry  member  gives 
allowances  to  competing  customers  for  ad¬ 
vertising  in  a  newspaper  or  periodical,  the 
fact  that  a  lower  advertising  rate  for  equiva¬ 
lent  space  is  available  to  one  or  more,  but 
not  all,  such  customers,  is  not  to  be  re¬ 
garded  by  the  industry  member  as  warrant¬ 
ing  the  retention  by  such  customer  or  cus¬ 
tomers  of  any  portion  of  the  allowance  for 
his  or  their  personal  use  or  benefit. 

(d)  Prohibited  discriminatory  serv¬ 
ices  or  facilities.  It  is  an  unfair  trade 
practice  for  any  member  of  the  industry 
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engaged  in  commerce  to  discriminate  in 
favor  of  one  purchaser  against  another 
purchaser  or  purchasers  of  a  commodity 
bought  for  resale,  with  or  without  proc¬ 
essing,  by  contracting  to  furnish  or 
furnishing,  or  by  contributing  to  the 
furnishing  of,  any  services  or  facilities 
connected  with  the  processing,  han¬ 
dling,  sale,  or  offering  for  sale  of  such 
commodity  so  purchased  upon  terms  not 
accorded  to  all  competing  purchasers 
on  proportionally  equal  terms. 

(e)  Inducing  or  receiving  an  rtlegal 
discrimination  in  price.  It  is  an  unfair 
trade  practice  for  any  member  of  the 
industry  engaged  in  commerce,  in  the 
course  of  such  commerce,  Jcnowingly  to 
induce  or  receive  a  discrimination  in 
price  which  is  prohibited  by  the  fore¬ 
going  provisions  of  this  section. 

(f)  Exemptions.  The  inhibitions  of 
this  section  shall  not  apply  to  purchases 
of  their  supplies  for  their  own  use  by 
schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  char¬ 
itable  institutions  not  operated  for 
profit. 

Note:  In  complaint  proceedings  charg¬ 
ing  discrimination  in  price  or  services  or 
facilities  furnished,  and  upon  proof  having 
been  made  of  such  discrimination  and  re¬ 
sulting  competitive  injury,  the  burden  of 
rebutting  the  prima  facie  case  thus  made 
by  showing  Justification  shall  be  upon  the 
person  charged;  and  unless  Justification 
shall  be  affirmatively  shown,  the  Commission 
is  authorized  to  issue  an  order  terminating 
the  discrimination:  Provided,  however.  That 
nothing  contained  in  this  section  shall  pre¬ 
vent  a  seller  rebutting  the  prima  facie  case 
thus  made  by  showing  that  his  lower  price 
or  the  furnishing  of  services  of  facilities  to 
any  purchaser  or  pvirchasers  was  made  in 
good  faith  to  meet  an  equally  low  price  of 
a  competitor,  or  the  services  or  facilities 
furnished  by  a  competitor.  See  section  2 
(b),  Clayton  Act. 

[Rule  1] 

§  21.2  Misrepresentation  in  general. 
It  is  an  unfair  trade  practice  to  use,  or 
cause  or  promote  the  use  of,  any  fa^e, 
untrue,  or  deceptive  statement,  repre¬ 
sentation,  guarantee,  warranty,  testi¬ 
monial,  or  endorsement,  by  way  of  ad¬ 
vertising  (through  newspapers,  maga¬ 
zines,  circulars,  booklets,  or  by  radio, 
television,  or  any  other  medium),  oral 
representation  or  otherwise,  which  has 
the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  purchasers,  pro¬ 
spective  purchasers,  or  the  consuming 
public  with  respect  to  the  efficacy,  cura¬ 
tive  or  healthful  properties,  grade, 
quality,  substance,  weight,  durability, 
serviceability,  character,  or  manufac¬ 
ture  of  any  product  of  the  industry,  or 
concerning  the  purported  approval  or 
endorsement  of  such  product  by  State, 
Federal,  medical,  or  other  authority. 
[Rule  2] 

§  21.3  Misrepresentation  as  to  weight- 
reducing  properties.  It  is  an  unfair 
trade  practice,  in  connection  with  the 
distribution,  sale,  or  offering  for  sale  of 
an  industry  product,  to  use,  or  cause  or 
promote  the  use  of,  any  statement,  di¬ 
rectly  or  indirectly,  oral  or  otherwise, 
which  represents  or  implies  that  an  in¬ 
dustry  product  has  weight-reducing 
properties,  when  such  is  not  the  fact. 
[Rule  3] 

No.  233 - 2 


§  21.4  Identification  and  disclosure  of 
fiber  or  material  content.  In  the  sale, 
offering  for  sale,  or  distribution  of  in¬ 
dustry  products,  it  is  an  unfair  trade 
practice  to  misrepresent  the  fiber  or  ma¬ 
terial  conteiit  of  any  such  product,  or 
fail  to  disclose  the  fiber  content  of  prod¬ 
ucts  containing  rayon  or  acetate,  silk, 
or  linen,  in  accordance  with  the  re¬ 
quirements  of  trade  practice  rules  here¬ 
tofore  promulgated  by  the  Commission 
for  the  Rayon  and  Acetate  Textile  In¬ 
dustry,  Silk  Industry,  and  Linen  Indus¬ 
try:  Provided^  however: 

(a)  That  industry  products  contain¬ 
ing  both  nonelastic  fabric  and  elastic 
material*  shall  be  identified  as  to  fiber 
content  solely  on  the  basis  of  the  fiber 
content  of  the  nonelastic  fabric,  pro¬ 
vided  the  nonelastic  fabric  constitutes  at 
least  75  percent  of  the  surface  area  of  the 
product,  in  which  event  the  elastic  ma¬ 
terial  shall  be  identified  as  elastic  ma¬ 
terial  ; 

(b)  That  the  rubber  content  of  indus¬ 
try  products  shall  not  be  taken  into  ac¬ 
count  in  identif3dng  the  fiber  content  of 
industry  products; 

(c)  That  the  fiber  content  of  industry 
products  consisting  entirely  of  elastic 
material,  as  defined  in  part  (a)  of  foot¬ 
note  2  to  paragraph  (a)  of  this  section, 
and  containing  rayon,  acetate,  silk,  or 
linen,  with  or  without  other  fibers,  shall 
be  identified  on  the  basis  of  the  nonrub¬ 
ber  thread  and  the  covering,  if  any,  of 
the  rubber  thread  contained  in  the  prod¬ 
uct:  Provided,  however.  That  the  fiber 
content  of  the  rubber  thread  covering, 
if  any,  shall  be  set  forth  in  conjunction 

with  a  legend  reading,  “With _ 

covered  rubber  thread”  (the  blank  being 
filled  in  with  the  fiber  content  of  the 
rubber  thread  covering) ; 

(d)  That  the  fiber  content  of  indus¬ 
try  products  consisting  entirely  of  elastic 
material,  as  defined  in  part  (b)  of  foot¬ 
note  2  to  paragraph  (a)  of  this  section, 
shall  be  identified  on  the  basis  of  the 
fiber  content  of  the  rubber  thread  cover¬ 
ing; 

(e)  That  in  all  cases  where  this  sec¬ 
tion  requires  disclosure  of  the  fiber  con¬ 
tent  of  the  covering  of  rubber  thread 
in  elastic  material,  if  the  rubber  thread 
is  covered  by  more  than  one  layer,  each 
having  a  different  fiber  content,  it  shall 
be  necessary  only  to  disclose  the  fiber 
content  of  the  outer  or  surface  layer  of 
such  rubber  thread  covering:  Provided, 
however.  That  the  inner  layer  of  such 
covering  does  not  adversely  affect  the 
washability,  drying  time,  and  care  and 
treatment,  of  the  product,  nor  reduce  or 
impair  its  use  and  general  wearing  quali¬ 
ties; 

(f )  That  it  shall  not  be  necessary,  in 
identifying  the  fiber  content  of  industry 
products,  to  take  into  account  the  fiber 
content  of  any  linings,  paddings,  trim¬ 
mings,  facings,  casings,  strippings,  garter 
clasps,  zippers,  or  hook  and  eye  tapes, 
except  those  concerning  which  express 
or  implied  representations  of  fiber  con- 


*  Elastic  material  means  either  (a)  mate¬ 
rial  composed  of  covered  or  uncovered  rub¬ 
ber  thread,  woven  or  knitted  with  thread 
which  does  not  contain  rubber,  or  (b)  mate¬ 
rial  composed  entirely  of  covered  rubber 
thread. 


tent  are  customarily  made:  Provided, 
That  if  any  of  the  foregoing  items  pur¬ 
port  to  contain,  or  in  any  manner  is 
represented  as  containing,  rayon  or 
acetate,  silk,  or  linen,  the  provisions  of 
the  trade  practice  rules  applicable  there¬ 
to  shall  be  complied  with  and  the  infor¬ 
mation  required  with  respect  to  fiber 
content  thereof  shall  be  separately  set 
forth  and  segregated.  [Rule  4] 

§  21.5  Deception  as  to  foreign  origin. 
(a)  It  is  an  unfair  trade  practice  falsely 
to  represent,  directly  or  by  implication, 
through  any  means  or  device,  the  origin 
of  any  industry  product  or  component 
part. 

(b)  It  is  also  an  unfair  trade  practice 
to  fail  to  disclose,  adequately  and  con¬ 
spicuously,  the  foreign  origin  of  any 
industry  product  or  component  thereof, 
where  the  failure  to  make  such  disclosure 
has  the  capacity  and  tendency  or  effect 
of  deceiving  purchasers  or  prospective 
purchasers.  [Rule  51 

§  21.6  Defamation  of  competitors  or 
false  disparagement  of  their  products. 
The  defamation  of  competitors  by  falsely 
imputing  to  them  dishonorable  conduct, 
inability  to  perform  contracts,  question¬ 
able  credit  standing,  or  by  other  false 
representations,  or  the  false  disparage¬ 
ment  of  the  grade  or  quality  of  the  goods 
of  competitors,  their  credit  terms,  values, 
policies,  services,  the  nature  or  form  of 
the  business  conducted,  or  in  any  other 
material  respect,  is  an  unfair  trade 
practice.  [Rule  6] 

§  21.7  Commercial  bribery.  It  is  an 
unfair  trade  practice  for  a  member  of 
the  industry,  directly  or  indirectly,  to 
give,  or  offer  to  give,  or  permit  or  cause 
to  be  given,  money  or  anything  of  value 
to  agents,  employees,  or  representatives 
of  customers  or  prospective  customers, 
or  to  agents,  employees,  or  representa¬ 
tives  of  competitors’  customers  or  pros¬ 
pective  customers,  without  the  knowl¬ 
edge  of  their  employers  or  principals,  as 
an  inducement  to  infiuence  their  em¬ 
ployers  or  principals  to  purchase  or  con¬ 
tract  to  purchase  products  manufac¬ 
tured  or  sold  by  such  industry  member 
or  the  maker  of  such  gift  or  offer,  or  to 
infiuence  such  employers  or  principals 
to  refrain  from  dealing  in  the  products 
of  competitors  or  from  dealing  or  con¬ 
tracting  to  deal  with  competitors.  [Rule 
71 

§  21.8  Inducing  breach  of  contract. 
(a)  Knowingly  inducing  or  attempting 
to  induce  the  breach  of  existing  lawful 
contracts  between  competitors  and  their 
customers  or  their  suppliers,  or  inter¬ 
fering  with  or  obstructing  the  perform¬ 
ance  of  any  such  contractual  duties  or 
services,  under  any  circumstance  having 
the  capacity  and  tendency  or  effect  of 
substantially  injuring  or  lessening  pres¬ 
ent  or  potential  competition,  is  an  un¬ 
fair  trade  practice. 

(b)  Nothing  in  this  section  is  intended 
to  imply  that  it  is  improper  for  any  in¬ 
dustry  member  to  solicit  the  business  of 
a  customer  of  a  competing  industry 
member;  nor  is  the  section  to  be  con¬ 
strued  as  in  anywise  authorizing  any 
agreement,  understanding,  or  planned 
common  course  of  action  by  two  or  more 
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industry  members  not  to  solicit  business 
from  the  customers  of  either  of  them, 
or  from  customers  of  any  other  industry 
member.  [Rule  81 

§  21.9  Prohibited  forms  of  trade  re~ 
strairvts  (unlawful  price,  price  fixing, 
etc.)  *  It  is  an  unfair  trade  practice 
for  any  member  of  the  industry,  either 
directly  or  indirectly,  to  engage  in  any 
planned  common  course  of  action,  or  to 
enter  into  or  take  part  in  any  under¬ 
standing,  agreement,  combination,  or 
conspiracy,  with  one  or  more  members  of 
the  industry,  or  with  any  other  person  or 
persons,  to  fix  or  maintain  the  price  of 
any  goods  or  otherwise  unlawfully  to  re¬ 
strain  trade ;  or  to  use  any  form  of  threat, 
intimidation,  or  coercion  to  induce  any 
member  of  the  industry  or  other  person 
or  persons  to  engage  in  any  such  planned 
common  course  of  action,  or  to  become  a 
party  to  any  such  understanding,  agree¬ 
ment,  combination,  or  conspiracy. 
[Rule  9] 

§  21.10  Exclusive  deals.  It  is  an  un¬ 
fair  trade  practice  for  any  member  of 
the  industry  to  contract  to  sell  or  sell 
any  industry  product,  or  fix  a  price 
charged  therefor,  or  discount  from,  or 
rebate  upon,  such  price,  on  the  condi¬ 
tion,  agreement,  or  understanding  that 
the  purchaser  thereof  shall  not  use  or 
deal  in  the  products  of  a  competitor  or 
competitors  of  such  industry  member, 
where  the  effect  of  such  sale  or  contract 
for  sale,  or  of  such  condition,  agreement, 
or  imderstanding,  may  be  substantially 
to  lessen  competition  or  tend  to  create 
a  monopoly  in  any  line  of  commerce. 
[Rule  10] 

§  21.11  Guarantees,  ^etc.  (a)  It  Is 
an  imfair  trade  practice  to  use  any 
guarantee  respecting  an  industry  prod¬ 
uct  which  does  not  make  reasonable  dis¬ 
closure  of  the  conditions  or  limitations 
of  such  guarantee,  or  which  contains 
statements,  representations,  or  asser¬ 
tions  which  have  the  capacity  and  tend¬ 
ency  or  effect  of  misleading  or  deceiving 
in  any  respect,  or  which  are  of  such 
form,  text,  or  character  as  to  represent 
or  imply  that  the  guarantee  is  broader 
than  is  in  fact  true. 

(b)  It  is  an  unfair  trade  practice  for 
the  guarantor  to  fail  to  observe  scru¬ 


•The  Inhibitions  of  this  section  are  sub¬ 
ject  to  Public  Law  642,  approved  July  14, 
1952—66  Stat.  632  (the  McGuire  Act)  which 
provides  that  with  respect  to  a  commodity 
which  bears,  or  the  label  or  container  of 
which  bears,  the  trade-mark,  brand,  or  name 
of  the  producer  or  distributor  of  such  com¬ 
modity  and  which  Is  in  free  and  open  com¬ 
petition  with  commodities  of  the  same  gen¬ 
eral  class  produced  or  distributed  by  others, 
a  seller  of  such  a  commodity  may  enter  Into 
a  contract  or  agreement  with  a  buyer  there¬ 
of  which  establishes  a  minimum  or  stipu¬ 
lated  price  at  which  such  commodity  may  be 
resold  by  such  buyer  when  such  contract  or 
agreement  Is  lawful  as  applied  to  Intrastate 
transactions  under  the  laws  of  the  State, 
Territory,  or  territorial  jurisdiction  In  which 
the  resale  Is  to  be  made  or  to  which  the  com¬ 
modity  Is  to  be  transported  for  such  resale, 
»nd  when  such  contract  or  agreement  Is  not 
^between  manufacturers,  or  between  whole- 
Balers,  or  between  brokers,  or  between  fac¬ 
tors,  or  between  retailers,  or  between  per¬ 
sons,  firms,  or  corporations  In  comi>etltlon 
with  each  other. 


pulously  his  obligation  under  the  guaran¬ 
tee  by  him  u£«d  or  caused  to  be  used. 

(c)  This  section  shall  be  applicable 
also  to  warranties  or  any  writing  pur¬ 
ported  to  be  a  guarantee  or  warranty. 
[Rule  11] 

§  21.12  Push  money.  It  is  an  unfair 
trade  practice  for  any  industry  member 
to  pay  or  contract  to  pay  anything  of 
value  to  a  salesperson  employed  by  a 
customer  of  the  industry  member  as 
compensation  for,  or  as  an  inducement 
to  obtain,  special  or  greater  effort  or 
service  on  the  part  of  the  salesperson  in 
promoting  the  resale  of  products  sup¬ 
plied  by  the  industry  member  to  the 
customer. 

(a)  When  the  agreement  or  under¬ 
standing  under  which  the  payment  or 
payments  are  made  or  are  to  be  made  is 
without  the  knowledge  and  consent  of 
the  salesperson’s  employer;  or 

(b)  When  the  terms  and  conditions  of 
the  agreement  or  understanding  are  such 
that  any  benefit  to  the  salesperson  or 
customer  is  dependent  on  lottery  or 
chance:  or 

(c)  When  any  provision  of  the  agree¬ 
ment  or  understanding  requires  or  con¬ 
templates  practices  or  a  course  of  con¬ 
duct  unduly  and  intentionally  hamper¬ 
ing  sales  of  products  of  competitors  of 
an  industry  member;  or 

(d)  When,  because  of  the  terms  and 
conditions  of  the  agreement  or  under¬ 
standing,  including  its  duration,  or  the 
attendant  circumstances,  the  effect  may 
be  to  substantially  lessen  competition  or 
tend  to  create  a  monopoly;  or 

(e)  When  similar  payments  are  not 
accorded  to  salespersons  of  competing 
customers  on  proportionally  equal  terms 
in  compliance  with  section  2  Cd)  and  (e) 
of  the  Clayton  Act. 

Nott:  Payments  made  by  an  Industry 
member  to  a  salesperson  or  a  customer  un¬ 
der  any  agreement  or  understanding  that 
all  or  any  part  of  such  payments  is  to  be 
transferred  by  the  salesperson  to  the  cus¬ 
tomer,  or  is  to  result  in  a  corresp>onding  de¬ 
crease  in  the  salesperson’s  salary,  are  not  to 
be  considered  within  the  purview  of  this  sec¬ 
tion,  but  are  to  be  considered  as  subject  to 
the  requirements  and  provisions  of  section 
2  (a)  of  the  Clayton  Act. 

[Rule  12] 

§  21.13  Discriminatory  returns.  It  is 
an  unfair  trade  practice  for  any  member 
of  the  industiT  to  discriminate  in  favor 
of  one  customer-purchaser  against  an¬ 
other  customer-purchaser  of  industry 
products,  bought  from  such  member  of 
the  industry  for  resale,  by  contracting  to 
furnish,  or  furnishing  in  connection 
therewith,  upon  terms  not  accorded  to 
all  customer-purchasers  on  proportion¬ 
ally  equal  terms,  the  service  or  facility 
whereby  such  favored  customer  is  ac¬ 
corded  the  privilege  of  returning  indus¬ 
try  products  so  purchased  and  receiving 
therefor  credit  or  refund  of  purchase 
price:  Provided,  however.  That  nothing 
in  the  rules  in  this  part  shall  prohibit  or 
be  used  to  prevent  the  return  of  mer¬ 
chandise  by  purchaser  for  credit  or  re¬ 
fund  of  purchase  price,  when  and 
because  such  merchandise  has  not  been 
properly  labeled  by  the  seller  in  accord¬ 
ance  with  these  rules  or  has  been  other¬ 
wise  falsely  or  deceptively  labeled  or 


represented,  or  when  and  because  such 
merchandise  is  defective  in  material, 
workmanship,  or  in  any  other  respect  is 
contrary  to  warranty  or  purchase  con¬ 
tract:  *  And  provided,  further.  That 
nothing  in  this  section  shall  prohibit  a 
purchaser  from  exchanging  the  current 
season’s  merchandise  for  different  sizes 
of  the  same  style  number  in  order  to 
balance  purchaser’s  stock.  (Nothing  in 
this  section  is  intended  to  modify  or  af¬ 
fect  any  of  the  requirements  of  §  21.1, 
entitled  “Prohibited  Discrimination.’’) 
[Rule  13] 

§  21.14  Consignment  distribution. 
(a)  It  is  an  imfair  trade  practice  for 
any  member  of  the  industry  to  employ 
the  practice  of  shipping  goods  on  con¬ 
signment,  pretended  consignment,  or  for 
delivery  “on  memorandum’’: 

(1)  When  such  practice  is  so  used,  or 
the  terms  and  conditions  thereof  so 
varied  or  arranged,  as  to  effectuate  a  dis¬ 
crimination  contrary  to  the  provisions  of 
§  21.1;  or 

(2)  When  such  consignment,  pre¬ 
tended  consignment,  or  delivery  “on 
memorandum,’’  is  used  for  the  purpose 
and  with  the  effect  of  artificially  clogging 
trade  outlets  and  unduly  restricting 
competitors’  use  of  said  outlets  in  getting 
their  products  to  purchasers  or  consum¬ 
ers  through  regular  channels  of  distribu¬ 
tion,  and  thereby  injuring,  destroying, 
or  preventing  competition,  tending  to 
create  a -monopoly,  or  unreasonably  re¬ 
straining  trade. 

(b)  Nothing  in  this  section  shall  be 
construed  as  restricting  or  preventing 
consignment  shipping,  or  marketing  “on 
memorandum,’’  when  carried  out  in  good 
faith  and  without  illegal  discrimination, 
suppression  of  competition,  or  undue 
interference  with  competitors’  use  of  the 
usual  channels  of  distribution.  [Rule 
14] 

§  21.15  Seconds,  irregulars,  or  re¬ 
jects.  (a)  Industry  products  which  are 
“seconds,’’  “irregulars,”  or  “rejects,”  or 
which  are  represented  a3  being  “sec¬ 
onds,”  “irregulars,”  or  “rejects,”  shall 
be  so  marked,  clearly  and  conspicuously, 
to  the  end  that  confusion,  misunder¬ 
standing,  or  deception  of  the  purchasing 
or  consuming  public  may  be  avoided  and 
prevented.  “Seconds”  may  be  marked 
or  referred  to  by  the  manufacturer  as 
“seconds,”  “irregulars,”  or  “rejects” 
provided  that  such  marking  or  reference 
clearly  indicates  that  the  product  is  not 
of  first  quality.  Such  disclosure  of 
“seconds,”  “irregulars,”  or  “rejects” 
shall  also  be  made  on  invoices  as  well 
as  on  the  garment  itself,  and  on  the 
immediate  package,  if  any,  in  which  it 
is  sold  to  the  consumer,  and  on  display 
cards,  advertisements,  or  other  repre¬ 
sentations  under  which  such  “seconds,” 
“irregulars,”  or  “rejects”  are  offered  for 
sale  or  advertised  to  the  purchasing  or 
consuming  public. 

(b)  It  is  an  unfair  trade  practice  de¬ 
ceptively  to  conceal  the  fact  that  said 
industry  products  are  “seconds,”  “irreg- 


*  It  Is  the  consensus  of  the  Industry  that 
where  a  purchaser  is  entitled  to  return  goods 
for  any  of  the  reasons  hereinabove  set  forth, 
such  return  shall  be  made  within  fifteen 
(15)  days  after  receipt  of  the  goods. 
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ulars,”  or  “rejects,”  or  to  fail  or  refuse 
to  make  such  disclosure  to  the  end  speci¬ 
fied  in  paragraph  (a)  of  this  section. 
[Rule  151 

§  21.16  Fictitious  prices,  price  lists, 
etc.  (a)  The  publishing  or  circulating 
by  any  member  of  the  industry  of  false 
or  misleading  price  quotations,  price 
lists,  terms  or  conditions  of  sale,  or  re¬ 
ports  as  to  production  or  sales,  with  the 
capacity  and  tendency  or  effect  of  mis¬ 
leading  or  deceiving  purchasers,  pros¬ 
pective  purchasers,  or  the  consuming 
public,  or  the  advertising,  sale,  or  offer¬ 
ing  for  sale  of  Industry  products  at 
prices  purporting  to  be  reduced  from 
what  are  in  fact  fictitious  prices,  or  at 
purported  reductions  in  prices  when 
such  purported  reductions  are  in  fact 
fictitious  or  are  otherwise  misleading  or 
deceptive,  is  an  unfair  trade  practice. 

(b)  It  is  an  unfair  trade  practice,  in 
connection  with  the  sale,  offering  for 
sale,  or  distribution  of  industry  products 
at  prices  that  are  in  any  manner  repre¬ 
sented  as  reduced  from  or  lower  than 
current,- former,  or  regular  prices,  to  use, 
or  to  furnish  or  supply  for  such  use,  price 
tags,  labels,  or  advertising  material  that 
set  forth  a  false,  fictitious,  or  exagger¬ 
ated  current,  former,  or  regular  price,  or 
a  false,  fictitious,  or  exaggerated  manu-. 
facturer’s  or  distributor’s  suggested  re¬ 
tail  selling  price,  or  that  contain  what 
purport  to  be  bona  fide  price  quotations 
which  are  in  fact  higher  than  the  prices 
at  which  such  products  are  regularly 
and  customarily  sold  in  bona  fide  retail 
transactions.  It  is  likewise  an  unfair 
trade  practice  to  distribute,  sell,  or  offer 
for  sale  to  the  consuming  public  in  such 
manner  products  bearing  such  false, 
fictitious,  or  exaggerated  price  tags  or 
labels.  [Rule  16] 

§  21.17  Misuse  of  terms  ""close-outs,’* 
""discontinued  lines,”  "‘special  "bargains,” 
etc.  It  is  an  unfair  trade  practice  to  offer 
for  sale,  sell,  advertise,  describe,  or 
otherwise  represent,  industry  products 
as  “Close-outs,”  “Discontinued  lines,”  or 
“Special  Bargains,’/  by  use  of  such  terms 
or  by  words  or  representations  of  similar 
import,  when  such  is  not  true  in  fact;  or 
to  so  offer  for  sale,  sell,  advertise,  de¬ 
scribe,  or  otherwise  represent  industry 
products  where  the  capacity  and  tend¬ 
ency  or  effect  thereof  is  to  lead  the  pur¬ 
chasing  or  consuming  public  to  believe 
such  products  are  being  offered  for  sale 
or  sold  at  greatly  reduced  prices,  or  at 
so-called  “bargain”  prices,  when  such  is 
not  the  fact.  [Rule  17] 

?  21.18  Aiding  or  abetting  use  of  un¬ 
fair  trade  practices.  It  is  an  unfair  trade 
practice  for  any  person,  firm,  or  corpo¬ 
ration  to  aid,  abet,  coerce,  or  induce  an¬ 
other,  directly,  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade 
practice  specified  in  these  rules.  [Rule 
18] 

Promulgated  by  the  Federal  Trade 
Commission  December  1,  1955. 

Issued:  November  28,  1955. 

[SEAL]  Robert  M.  Parrish, 

Secretary. 

[P.  R.  Doc.  65-9639;  Piled,  Nov.  30,  1955; 

8:52  a.  m.] 


TITLE  29— LABOR 

Chapter  V— Wage  and  Hour  Division, 
Department  of  Labor 

Part  545 — ^Homeworkers  in  the  Needle¬ 
work  AND  Fabricated  Textile  Products 
Industry  in  Puerto  Rico 

clarification 

The  amendment  of  Part  545,  as  con¬ 
tained  in  the ‘November  9,  1955  issue  of 
the  Federal  Register  (20  F.  R.  83721,  to 
become  effective  December  9,  1955, 
amended  §§  545.1-545.14  but  does  not 
affect  5  545.100  of  this  title  which  re¬ 
mains  in  full  force  and  effect. 

Signed  at  Washington,  D.  C.,  this  28th 
day  of  November  1955. 

Newell  Brown, 
Administrator, 
Wage  and  Hour  Division. 

[F.  R.  Doc.  55-9636;  PUed,  Nov.  30,  1965; 
.  8:51  a.  m.] 


TITLE  33— NAVIGATION  AND 
NAVIGABLE  WATERS- 

Chapter  II — Corps  of  Engineers, 
Department  of  the  Army 

Part  207 — Navigation  Regulations 

JAMAICA  BAY,  LONG  ISLAND,  NEW  YORK 

Pursuant  to  the  provisions  of  section 
7  of  the  River  and  Harbor  Act  of  August 
8,  1917  (40  Stat.  266;  33  U.  S.  C.  1), 

§  207.37  is  hereby  prescribed  establishing 
and  governing  the  use  and  navigation  of 
a  seaplane  restricted  area  in  Jamaica 
Bay,  Long  Island,  New  York,  as  follows: 

§  207.37  Jamaica  Bay,  Long  Island, 
New  York;  seaplane  restricted  area — 
(a)  The  restricted  area.  An  area  in 
Jamaica  Bay  bounded  as  follows:  Begin¬ 
ning  at  Island  Channel  Range  Front 
Light;  thence  157“  00'  true,  1,125  yards 
to  Runway  Channel  Lighted  Buoy  A; 
thence  113“  00'  true,  3,000  yards  through 
Big  Fishkill  Channel  Lighted  Buoy  3, 
and  Rimway  Channel  Lighted  Buoy  D 
to  Runway  Channel  Lighted  Buoy  E; 
thence  194“  00'  true,  250  yards  to  a 
point  on  a  line  ranging  with  Church 
Spire,  Rockaway  Beach;  thence  238“  00' 
true,  3,275  yards  to  a  point  on  a  line 
ranging  with  the  Cupola,  Rockaway 
Point  Coast  Guard  Station  No.  92; 
thence  326“  00'  true,  465  yards  to  a  point 
on  a  line  ranging  between  the  West 
Tower  of  the  Twin  Towers,  Jacob  Riis 
Park  and  the  westerly  side  of  seaplane 
runway  at  south  side  of  Naval  Air  Sta¬ 
tion,  Floyd  Bennett  Field;  thence  30“ 
00'  true,  875  yards  to  Fourteen  Foot  Spot 
Lighted  Buoy  on  a  line  ranging  with 
the  Cupola,  Rockaway  Point  Coast 
Guard  Station  No.  92;  thence  344“  00' 
true,  3,000  yards  through  Island  Channel 
Lighted  Buoy  7  to  Island  Channel  Can 
Buoy  7,  thence  60“  00'  true,  825  yards 
to  the  point  of  beginning,  excluding 
therefrom  Nova  Scotia  Bar  defined  by 
lines  connecting  the  following  buoys: 
Nova  Scotia  Bar  Lighted  Buoy,  Island 
Channel  Lighted  Buoy  6,  Runway  Chan¬ 
nel  Lighted  Buoy  B,  Runway  Channel 
Lighted  Buoy  C,  and  Beach’  Channel 
Lighted  Buoy  lA. 


(b)  The  regulations.  (1)  Vessels 
shall  not  anchor  or  moor  within  the  re¬ 
stricted  area. 

(2)  All  vessels  traversing  the  area 
shall  pass  directly  through  without  un¬ 
necessary  delay,  and  shall  give  seaplanes 
the  right-of-way  at  all  times. 

(3)  The  regulations  in  this  section 
shall  be  enforced  by  the  Commander, 
Third  Coast  Guard  District,  and  such 
agencies  as  he  may  designate. 

[Regs.,  November  7,  1955,  800.2121  (Jamaica 
Bay.  N.  Y.)-ENGWO]  (Sec.  7,  40  Stat'.  266; 
33U.  S.C.  1) 

[seal]  John  A.  Klein, 

Major  General,  U.  S.  Army, 

The  Adjutant  General. 

[P.  R.  Doc.  55-9600;  Piled,  Nov.  30,  1955; 

8:45  a.  m.] 

TITLE  19— CUSTOMS  DUTIES 

Chapter  I — Bureau  of  Customs, 
Department  of  the  Treasury 

[T.  D.  53958] 

Part  4 — Vessels  in  Foreign  and  Domestic 
Trade 

WAIVER  OF  COASTWISE  TOWING  LAWS 

November  23, 1955. 

Upon  the  written  recommendation  of 
the  Secretary  of  the  Army,  acting  under 
the  delegation  of  August  18,  1955  (20 
F.  R.  6361) ,  of  certain  powers  of  the  Sec¬ 
retary  of  Defense  with  respect  to  matters 
concerning  the  St.  Lawrence  Seaway 
Power  Project  or  the  St.  Lawrence  Sea¬ 
way  Navigation  Project,  and  by  virtue  of 
the  authority  vested  in  me  by  the  Act 
of  December  27, 1950  (64  Stat.  1120) ,  and 
Revised  Treasury  Department  Order  No. 
165  (T.  D.  53654),  I  hereby  waive  com¬ 
pliance  with  section  316,  title  46,  United 
States  Code,  to  the  extent  necessary  to 
permit  the  Canadian  tug  “Newfie  Queen” 
to  tow  an  American  barge  loaded  with 
construction  equipment  for  work  on  the 
Galop  South  Channel  in  the  St.  Law¬ 
rence  Seaway  on  a  single  movement  from 
Lyons,  New  York,  to  Oswego,  New  York ; 
the  Canadian  tug  “Salvage  Prince”  to 
tow  that  barge  on  a  single  movement 
from  Oswego,  New  York,  to  Clayton,  New 
York;  and  the  Canadian  tug  “Newfie 
Queen”  to  conclude  the  operation  by  tow¬ 
ing  that  barge  on  a  single  movement 
from  Cla3rton,  New  York,  to  Ogdensburg, 
New  York,  the  towing  operation  to  com¬ 
mence  on  or  about  this  date. 

(Sec.  1,  64  Stat.  1120;  46  U.  S.  C.  prec.  sec.  1) 

[seal]  Ralph  Kelly, 

Commissioner  of  Customs. 

[P,  R.  Doc.  55-9638;  Piled,  Nov.  30,  1955; 

8:51  a.  m.] 


[T.  D.  53960] 

Part  18 — Transportation  in  Bond  and 
Merchandise  in  Transit 

ENTRY  OF  merchandise  ARRIVING  UNDER 
IMMEDIATE  TRANSPORTATION  ENTRIES  AND 
SHIPMENTS  OF  BAC^lGAGE  IN  BOND 

In  view  of  the  amendment  of  section 
484  (f ) ,  Tariff  Act  of  1930,  by  section  3 
(b)  of  the  Customs  Simplification  Act  of 
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1953  (67  Stat.  509) ,  the  CTustoms  Regula¬ 
tions  are  hereby  amended  as  follows: 

1.  The  last  sentence  of  §  18^12  (e)  is 
deleted. 

2.  The, first  sentence  of  9  18.13  (a)  is 
amended  to  read :  “Baggage  may  be  for¬ 
warded  in  bond  to  another  port  of  entry 
(see  also  §  18.11  (c) )  at  the  request  of  the 
passenger,  the  transportation  company, 
or  the  agent  of  either,  imder  cord  and 
seal  and  baggage  manifest  described  in 
paragraph  (c)  of  this  section  without 
examination  or  assessment  of  duty  at 
the.port  of  first  arrival.” 

(R.  S.  161,  251.  sec.  624,  46  Stat.  759;  5  U.  S.  C. 
22,  19  U.  S.  C.  66.  1624) 

[SEAL]  Ralph  Kelly, 

Commissioner  of  Customs.' 

Approved:  November  22,  1955. 

David  W.  Kendall, 

Acting  Secretary  of  the  Treasury. 

[P.  R.  Doc.  55-9637;  Piled.  Nov.  SO.  1955; 
8:51  a.  m.] 


TITLE  36— PARKS,  FORESTS,  AND 
MEMORIALS 

Chapter  II — Forest  Service,  Depart-  , 
ment  of  Agriculture 

Part  221 — ^Timber 

WHERE  TIMBER  MAT  BE  CUT 

Part  221  is  hereby  amended’ by  the 
revision  of  §  221.5  to  read  as  follows: 

§  221.5  Where  timber  may  be  cut. 
(a)  The  cutting  of  timber  may  be  au¬ 
thorized  as  prescribed  by  regulation  on 
any  national  forest  land  whether  re¬ 
served  from  the  public  domain,  pur¬ 
chased.  acquired  by  exchange,  donated, 
or  transferred  from  other  Federal  agen¬ 
cies,  or  on  land  administered  by  the 
Forest  Service  under  an  authorization 
for  the  application  to  it  of  the  regula¬ 
tions  for  the  occupancy  and  use  of  the 
national  forests,  except  for :  * 

(1)  Timber  reserved  by  a  grantor  of 
land  during  the  life  of  such  reservation. 

(2)  Timber  reserved  from  cutting 
under  other  regulations. 

(3)  Timber  on  valid  unpatented  min¬ 
ing  claims  located  prior  to  July  23,  1955, 
unless  the  claimant  has  executed  a 
waiver  pursuant  to  section  6  of  the  act 
of  July  23,  1955  (69  Stat.  367) ,  or  unless, 
pursuant  to  a  proceeding  under  section 
5  of  that  act,  the  claimant  has  failed  to 
file  a  verified  statement  or  has  failed  to 
establish  the  validity  and  effectiveness  of 
his  asserted  rights,  and  timber  on  valid 
claims  other  than  mining  claims,  when 
any  of  such  claims  were  located  or  en¬ 
tered  prior  to: 

(i)  The  first  publication  of  the  notice 
of  sale. 

(ii)  The  execution  of  the  sale  contract 
or  approval  of  permit  for  timber  where 
disposal  is  without  publication  of  notice. 

(iii)  The  recommendation  by  the  De¬ 
partment  of  Agriculture  to  the  Depart¬ 
ment  of  the  Interior  for  an  exchange  in 
which  timber  on  the  area  is  to  be  given 
to  the  proponent. 

(iv)  The  first  publication  of  a  notice 
of  hearing  under  the  provisions  of  §  221.4 
on  a  cooperative  or  Federal  sustained 
yield  unit  including  the  area. 


(b)  The  cutting  of  timber  on  mining 
claims  shall  be  conducted  in  such  man¬ 
ner  as  not  to  endanger  or  materially  in¬ 
terfere  with  prospecting,  mining  or  proc¬ 
essing  operations. 

(c)  No  person  shall  prevent  or  inter¬ 
fere  with  the  cutting  and  removal  of 
timber  under  any  sale,  permit,  grant, 
contract,  or  establishment  of  a  sustained 
yield  unit  because  of  a  location  or  entry 
made  subsequent  to  authorized  actions 
for  timber  disposal. 

(d)  Timber  on  an  unpatented  claim  to 
which  the  United  States  does  not  other¬ 
wise  have  disposal  rights  may  be  dis¬ 
posed  of  with  the  written  consent  of  the 
claimant,  or,  in  emergencies  arising  from 
insect  infestations,  disease  infections,  or 
rapid  deterioration  of  timber  killed  or 
dying  from  fire  or  other  causes,  without 
the  consent  of  the  claimant. 

(e)  Timber  on  an  unpatented  claim 
may  be  cut  by  the  claimant  only  for  the 
actual  development  of  the  claim  or  for 
uses  consistent  with  the  purposes  for 
which  the  claim  was  entered.  Any  sev¬ 
erance  or  removal  of  timber,  other  than 
severance  or  removal  to  provide  clear¬ 
ance.  shall  be  in  accordance  with  sound 
principles  of  forest  management  as  ap¬ 
plied  in  the  severance  and  removal  of 
timber  from  the  surrounding  national 
forest  lands. 

(f)  Timber  on  unapproved  selections 
or  other  lands  of  unsettled  status  may 
be  sold,  or  otherwise  disposed  of  with 
prior  approval  of  the  Regional  Forester, 
in  emergencies  to  prevent  loss,  under 
arrangement  guaranteeing  payment  of 
not  less  than  the  stipulated  price  for  the 
timber  cut  if  title  is  not  perfected  ad¬ 
versely  to  the  United  States  within  a 
specified  period,  or  if  claim  of  title  there¬ 
to  adverse  to  the  United  States  is  deter¬ 
mined  to  be  invalid. 

(g)  With  prior  approval  by  the  Re¬ 
gional  Forester,  timber  on  lands  under 
option  by  the  United  States  or  on  of¬ 
fered  lands  included  in  an  approved 

.land  exchange  agreement  may  be  sold. 
Before  the  sale  is  made,  a  cooperative 
agreement  must  be  made  with  the  owner 
of  the  land  authorizing  the  Forest  Serv- 
tee  to  conduct  the  sale  and  providing  for 
return  of  stumpage  receipts  to  the  owner 
if  title  to  the  land  is  not  accepted  by 
the  United  States. 

(Sec.  1.  30  stat.  35,  as  amended,  16  U.  S.  C. 
551.  Interprets  or  applies  sec.  4,  Pub.  Law 
167,  84th  Cong.,  69  Stat.  368) 

^  In  testimony  whereof,  I  have  hereunto 
set  my  hand  and  caused  the  official  seal 


of  the  Department  of  Agriculture  to  be 
affixed,  in  the  City  of  Washington,  this 
28th  day  of  November  1955. 

[SEAL]  E.  L.  Peterson, 

Assistant  Secretary. 

[P.  R.  Doc.  55-9643;  Piled,  Nov.  30,  1955; 
8: 52, a.  m.] 


TITLE  43— PUBLIC  LANDS: 
INTERIOR 

Chapter  I — Bureau  of  Land  Manage¬ 
ment,  Department  of  the  Interior 

Appendix— Public  Land  Orders 
[Public  Land  Order  1255] 

[Spokane  015025] 

Washington 

RESERVING  PUBLIC  LANDS  IN  CONNECTION 
WITH  SUNNYSIOE  WATERFOWL  MANAGE¬ 
MENT  AREA 

By  virtue  of  the  authority  vested  in 
the  President  and  pursuant  to  Executive 
Order  No.  10355  of  May  26,  1952,  the  act 
of  September  2,  1937  (50  Stat.  917;  16 
U.  S.  C.  669-669i) ,  and  the  act  of  March 
10,  1934,  as  amended  by  the  act  of 
August  14.  1946  (48  Stat.  401;  60  Stat. 
1080;  16  U.  S.  C.  661-6660,  it  is  ordered 
as  follows: 

Subject  to  valid  existing  rights,  the 
following-described  public  lands  in 
Washington  are  hereby  withdrawn  from 
all  forms  of  appropriation  under  the 
public-land  laws,  including  the  mining 
but  not  the  mineral-leasing  laws,  and 
reserved  under  the  jurisdiction  of  the 
Department  of  the  Interior  for  use  of  the 
Department  of  Game  of  the  State  of 
Washington  in  connection  with  the 
Sunnyside  Waterfowl  Management  Area, 
under  such  conditions  as  may  be  pre¬ 
scribed  by  the  Secretary  of  the  Interior: 

Willamette  Meridian 

T.  8  N..  R.  23  E., 

Sec.  2,  sy2SEl^; 

Sec.  10,  Ny2NEi4;  • 

Sec.  12,  N%NW^^,  SEV4NW>A,  SWV4NE^. 

The  areas  described  aggregate  320 
acres. 

Wesley  A.  DTIwart, 
Assistant  Secretary  of  the  Interior. 

November  25,  1955. 

[P.  R.  Doc.  55-9607;  Piled,  Nov.  30,  1956; 
8:46  a.  m.] 


PROPOSED  RULE  MAKING 


DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 

[  26  CFR  (1954)  Part  1  1 

Income  Tax;  Taxable  Years  Beginning 
After  December  31,  1953 

gain  or  loss  on  disposition  of  property 

Notice  is  hereby  given,  pursuant  to  the 
Administrative  Procedure  Act,  approved 
June  11,  1946,  that  the  regulations  set 


forth  in  tentative  form  below  are  pro¬ 
posed  to  be  prescribed  by  the  Commis¬ 
sioner  of  Internal  Revenue  with  the  ap¬ 
proval  of  the  Secretary  of  the  Treasury. 
Prior  to  final  adoption  of  such  regula¬ 
tions,  consideration  will  be  given  to  any 
data,  views,  or  arguments  pertaining 
thereto  which  are  submitted  in  writing, 
in  duplicate,  to  the  Commissioner  of  In¬ 
ternal  Revenue,  Attention:  T:P,  Wash¬ 
ington  25,  D.  C.,  within  the  period  of  30 
days  from  the  date  of  publication  of  this 


Thursday,  December  1,  1955 


FEDERAL  REGISTER 
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notice  in  the  Federal  Register.  The 
proposed  regulations  are  to  be  issued 
under  the  authority  contained  in  sections 
1051,  1071,  1081,  1082,  1091,  and  7805  of 
the  Internal  Revenue  Code  of  1954  (68A 
Stat.  310,  311,  312,  315,  319,  917;  26  U.  S. 

C.  1051,  1071,  1081,  1082,  1091,  7805). 

[SEAL]  O.  Gordon  Delk, 

Acting  Commissioner 
of  Internal  Revenue. 

The  following  regulations  relating  to 
gain  or  loss  on  the  disposition  of  prop¬ 
erty  are  hereby  prescribed  under  parts 
IV,  V,  VI,  and  VII  of  subchapter  O  of 
chapter  1  of  the  Internal  Revenue  Code 
of  1954,  and  are  effective  for  taxable 
years  beginning  after  December  31, 1953, 
and  ending  after  August  16,  1954: 

Sec. 

1.1051  Statutory  provisions;  property  ac¬ 

quired  during  affiliation. 

1.1051- 1  Basis  of  property  acquired  during 

affiliation. 

1.1052  Statutory  provisions;  basis  estab¬ 

lished  by  the  Revenue  Act  of 
1932  or  1934  or  by  the  Internal 
Revenue  Code  of  1939. 

1.1052- 1  Basis  of  property  established  by 

Revenue  Act  of  1932. 

1.1052- 2  Basis  of  property  established  by 

Revenue  Act  of  1934. 

1.1052- 3  Basis  of  property  established  by 

the  Internal  Revenue  Code  of 
1939. 

1.1053  Statutory  provisions;  basis  of  prop¬ 

erty  acquired  before  March  1, 
1913. 

1.1053- 1  Property  acquired  before  March  1, 

1913. 

1.1054  Statutory  provisions;  cross  ref¬ 

erences. 

1.1071  Statutory  provisions;  gain  from 

sale  or  exchange  io  effectuate 

policies  of  Federal  Communica¬ 

tions  Commission. 

1.1071- 1  Gain  from  sale  or  exchange  to  ef¬ 

fectuate  policies  of  Federal  Com¬ 
munications  Commission. 

1.1071- 2  Nature  and  effect  of  election. 

1.1071- 3  Reduction  of  basis  of  property  pur¬ 

suant  to  election  under  section 
1071. 

1.1071- 4  Manner  of  election. 

1.1081  Statutory  provisions;  exchanges 

and  distributions  in  obedience 
to  orders  of  the  Securities  and 
Exchange  Commission;  nonrec¬ 
ognition  of  gain  or  loss. 

1.1081- 1  Terms  used. 

1.1081- 2  Purpose  and  scope  of  exception. 

1.1081- 3  Exchanges  of  stock  or  securities 

solely  for  stock  or  secxirlties. 

1.1081- 4  Exchanges  erf  property  for  propwty 

by  corporations. 

1.1081- 5  Distribution  solely  of  stock  or  se¬ 

curities. 

1.1081- 6  Transfers  within  system  group. 

1.1081- 7  Sale  of  stock  or  seciirities  received 

upon  exchange  by  members  of 
system  group. 

1.1081- 8  Exchanges  in  which  money  or 

other  nonexempt  property  is  re¬ 
ceived. 

1.1081- 9  Requirements  with  respect  to 

order  of  Securities  and  Exchange 
Commission. 

1.1081- 10  Nonappiication  of  other  provisions 

of  the  Internal  Revenue  Code  of 
.  1954. 

1.1081- 11  Records  to  be  kept  and  informa¬ 

tion  to  be  filed  with  retiirns. 

1.1082  Statutory  provisions;  basis  of 

property  acquired  in  exchanges 
and  distributions  made  in  obedi¬ 
ence  to  orders  of  the  Securities 
and  Exchange  Commission. 

1.1082- 1  Basis  for  determining  gain  or  loss. 


Sec. 

1.1082- 2  Basis  of  property  acquired  upon 

exchanges  under  section  1081 
(a)  or  (e). 

1.1082- 3  Reduction  of  basis  of  property  by 

reason  of  gain  not  recognized 
under  section  1081  (b). 

1.1082- 4  Basis  of  property  acquired  by  cor¬ 

poration  under  section  1081  (a) , 
1081  (b),  or  1081  (e)  as  con¬ 
tribution  of  capital'  or  siirplus, 
or  in  consideration  for  its  own 
stock  or  securities. 

1.1082- 5  Basis  of  property  acquired  by 

shareholder  upon  tax-free  dis¬ 
tribution  under  section  1081  (c) 
(1)  or  (2). 

,1.1082-6  Basis  of  property  acquired  under 
section  1081  (d)  in  transactions 
between  '  corporations  of  the 
same  system  group. 

1.1083  Statutory  provisions;  exchanges 
and  distributions  in  obedience 
to  orders  of  the  Securities  and 
Exchange  Commission;  defini¬ 
tions. 

1.1083- 1  Definitions, 

1.1091  Statutory  provisions;  losses  from 
wash  sales  of  stock  or  securities; 
basis. 

1.1091- 1  Losses  frcmi  wash  sales  of  stock  or 

securities. 

1.1091- 2  Basis  of  stocks  or  securities  ac¬ 

quired  in  “wash  sales’*. 

SPECIAL  RULES 

§  1.1051  Statutory  provisions;  prop¬ 
erty  acquired  during  affiliation. 

Sec.  1051.  Property  acquired  during  affili¬ 
ation.  In  the  case  of  property  acquired  by 
a  corporation,  during  a  period  of  affiliation, 
from  a  corporation  with  which  it  was  af¬ 
filiated,  the  basis  of  such  property,  after 
such  period  of  affiliation,  shall  be  deter¬ 
mined  in  accordance  with  regulations  pre¬ 
scribed  by  the  Secretary  or  his  delegate, 
without  regard  to  inter-company  transac¬ 
tions  in  respect  of  which  gain  or  loss  was 
not  recognized.  For  purposes  of  this  sec¬ 
tion,  the  term  “period  of  affiliation”  means 
the  period  during  which  such  corporations 
were  affiliated  (determined  in  accordance 
with  the  law  applicable  thereto)  but  does 
not  Include  any  taxable  year  beginning  on 
or  after  January  1,  1922,  unless  a  consol¬ 
idated  return  was  made,  nor  any  taxable 
year  after  the  taxable  year  1928.  The  basis 
in  case  of  property  acquired  by  a  corpora¬ 
tion  during  any  period,  in  the  taxable  year 
1929  or  any  subsequent  taxable  year,  in  re¬ 
spect  of  which  a  consolidated  return  was 
made  by  such  corporation  under  chapter  6 
of  this  subtitle  (sec.  1501  and  following) 
or  under  section  141  of  the  Internal  Rev¬ 
enue  Code  of  1939  or  of  the  Revenue  Act 
of  1938,  1936,  1934,  1932,  or  1928  shall  be 
determined  in  accordance  with  regulations 
prescribed  under  section  1502  or  in  accord¬ 
ance  with  regulations  prescribed  under  the 
appropriate  section  141,  as  the  case  may  be. 
The  basis  in  the  case  of  property  held  by 
a  corporation  during  any  i>eriod,  in  the  tax¬ 
able  year  1929  or  any  subsequent  taxable 
year,  in  respect  of  which  a  consolidated  re¬ 
turn  was  made  by  such  corporation  under 
chapter  6  of  this  subtitle  or  such  section 
141  shall  be  adjusted  in  respect  of  any  items 
relating  to  such  period,  in  accordance  with 
regulations  prescribed  under  section  1502  or 
in  accordance  with  regulations  prescribed 
under  the  appropriate  section  141,  as  the 
case  may  be. 

§  1.1051-1  Basis  of  property  acquired 
during  affiliation,  (a)  (1)  The  basis  of 
property  acquired  by  a  corporation  dur¬ 
ing  a  period  of  affiliation  from  a  corpora¬ 
tion  with  which  it  was  affiliated  shall  be 
the  same  as  it  would  be  in  the  hands  of 
the  corporation  from  which  acquired. 


This  rule  is  applicable  if  the  basis  of  the 
property  is  material  in  determining  tax 
liability  for  any  year,  whether  a  separate 
return  or  a  consolidated  return  is  made 
in  respect  of  such  year.  For  the  purpose 
of  this  section,  the  term  “period  of  affili¬ 
ation”  means  the  period  during  which 
such  corporations  were  affiliated  (deter¬ 
mined  in  accordance  with  the  law  appli¬ 
cable  thereto),  but  does  not  include  any 
taxable  year  beginning  on  or  after  Jan¬ 
uary  1, 1922,  unless  a  consolidated  return 
was  made,  nor  any  taxable  year  after  the 
taxable  year  1928. 

(2)  The  application  of  subparagraph 
(1)  of  this  paragraph  may  be  illustrated 
by  the  following  example: 

Example.  The  X  Corporation,  the  Y 
Corporation,  and  the  Z  Corporation  were 
affiliated  for  the  taxable  year  1920.  During 
that  year  the  X  Corporation  transferred  as¬ 
sets  to  the  Y  Corporation  for  $120,000  cash, 
and  the  Y  Corporation  in  turn  transferred 
the  assets  during  the  same  year  to  the  Z 
Corporation  for  $130,000  cash.  The  assets 
were  acquired  by  the  X  Corporation  in  1916  ' 
at  a  cost  of  $100,000.  'The  basis  of  the  assets 
In  the  hands  of  the  Z  Corporation  is  $100,000. 

(b)  The  basis  of  property  acquired  by 
a  corporation  during  any  period,  in  the 
taxable  year  1929  or  any  subsequent  tax¬ 
able  year,  in  respect  of  which  a  consoli¬ 
dated  return  was  made  or  was  required 
under  the  regulations  governing  the 
making  of  consolidated  returns,  shall  be 
determined  in  accordance  with  such  reg¬ 
ulations.  The  basis  in  the  case  of  prop¬ 
erty  held  by  a  corporation  during  any 
period,  in  the  taxable  year  1929  or  any 
subsequent  taxable  year,  in  respect  of 
which  a  consolidated  return  is  made  or 
is  required  under  the  regulations  govern¬ 
ing  the  making  of  consolidated  returns, 
shall  be  adjusted  in  respect  of  any  items 
relating  to  such  period  in  accordance 
with  such  regulations. 

(c)  Except  as  otherwise  provided  In 
the  regulations  promulgated  under  sec¬ 
tion  1502,  or  the  regulations  under  sec¬ 
tion  141  of  the  Internal  Revenue  Code 
of  1939  or  the  Revenue  Acts  of  1938, 1936, 
1934,  1932,  or  1928,  the  basis  of  property 
after  a  consolidated  return  period  shall 
be  the  same  as  the  basis  immediately 
prior  to  the  close  of  such  period. 

§  1.1052  Statutory  provisions;  basis 
established  by  the  Revenue  Act  of  1932 
or  1934  or  by  the  Internal  Revenue  Code 
of  1939. 

Sec.  1052.  Basis  established  by  the  Rev¬ 
enue  Act  of  193S  or  1934  or  by  the  Internal 
Revenue  Code  of  1939 — (a)  Revenue  Act  of 
1932.  If  the  property  was  acquired,  after 
February  28,  1913,  in  any  taxable  year  begin¬ 
ning  before  January  1,  1934,  and  the  basis 
thereof,  for  purposes  of  the  Revenue  Act  of 
1932  was  prescribed  by  section  113  (a)  (6), 
(7),  or  (9)  of  such  Act  (47  Stat.  199),  then 
for  purposes  of  this  subtitle  the  basis  shall 
be  the  same  as  the  basis  therein  prescribed 
in  the  Revenue  Act  of  1932. 

(b)  Revenue  Act  of  1934.  If  the  property 
was  acquired,  after  February  28,  1913,  in  any 
taxable  year  beginning  before  January  1, 
1936,  and  the  basis  thereof,  for  purposes  of 
the  Revenue  Act  of  1934,  was  prescribed  by 
section  113  (a)  (6),  (7),  or  (8)  of  such  Act 
(48  Stat.  706) ,  then  for  ptirposes  of  this  sub¬ 
title  the  basis  shall  be  the  same  as  the  basis 
therein  prescribed  in  the  Revenue  Act  of 
1934. 

(c)  Internal  Revenue  Code  of  1939.  It 
the  property  was  acquired,  after  February  28, 
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1918,  in  a  transaction  to  which  the  Internal 
Revenue  Code  of  1939  applied,  and  the  basis 
thereof,  for  purposes  of  the  Internal  Rev« 
enue  Code  of  1939,  was  prescribed  by  section 
113  (a)  (6),  (7),  (8),  (13),  (15),  (18),  (19). 
or  (23)  of  such  code,  then  for  purposes  of  this 
subtitle  the  basis  shall  be  the  same  as  the 
basis  therein  prescribed  in  the  Internal 
Revenue  Code  of  1939. 

§  1.1052-1  Basis  of  property  estab¬ 
lished  by  Revenue  Act  of  1932.  Section 
1052  (a)  provides  that  if  property  was 
acquired  after  February  28,  1913,  in  any- 
taxable  year  beginning  before  January 
1,  1934,  and  the  basis  of  the  property, 
for  the  purposes  of  the  Revenue  Act  of 
1932,  was  prescribed  by  section  113  (a) 

(6)  ,  (7) ,  or  (9)  of  that  act,  then  for  pur¬ 
poses  of  subtitle  A  the  basis  shall  be  the 
same  as  the  basis  prescribed  in  the  Reve¬ 
nue  Act  of  1932.  For  the  rules  applicable 
in  determining  the  basis  of  stocks  or  se¬ 
curities  under  section  113  (a)  (9)  of  the 
Revenue  Act  of  1932  in  case  of  certain 
distributions  after  December  31,  1923, 
and  in  any  taxable  year  beginning  before 
January  1,  1934,  see  26  CFR  (1939) 
39.113  (a)  (12)-1  (Regulations  118). 

5  1.1052-2  Basis  of  property  estab¬ 
lished  by  Revenue  Act  of  1934,  Section 
1052  (b)  provides  that  if  property  was 
acquired  after  February  28,  1913,  in  any 
taxable  year  beginning  before  January 
1, 1936,  and  the  basis  of  the  property  for 
the  purposes  of  the  Revenue  Act  of  1934 
was  prescribed  by  section  113  (a)  (6). 

(7) ,  or  (8)  of  that  act,  then  for  pur¬ 
poses  of  subtitle  A  the  basis  shall  be  the 
same  as  the  basis  prescribed  in  the  Rev¬ 
enue  Act  of  1934.  For  example,  if  after 
December  31,  1920,  and  in  any  taxable 
year  beginning  before  January  1,  1936, 
property  was  acquired  by  a  corporation 
by  the  issuance  of  its  stock  or  securities 
in  connection  with  a  transaction  which 
is  not  described  in  section  112  (b)  (5) 
of  the  Internal  Revenue  Code  of  1939 
but  which  is  described  in  section  112  (b) 
(5)  of  the  Revenue  Act  of  1934,  the  basis 
of  the  property  so  acquired  shall  be  the 
same  as  it  would  be  in  the  hands  of  the 
transferor,  with  proper  adjustments  to 
the  date  of  the  exchange. 

§  1.1052-3  Basis  of  property  estab¬ 
lished  by  the  Internal  ReventLe  Code  of 
1939.  Section  1052  (c)  provides  that  if 
property  was  acquired  after  February  28, 
1913,  in  a  transaction  to  which  the  In¬ 
ternal  Revenue  Code  of  1939  applied  and 
the  basis  thereof  was  prescribed  by  sec¬ 
tion  113  (a)  (6),  (7),  (8),  (13),  (15), 
(18),  (19)  or  (23)  of  such  code,  then  for 
purposes  of  subtitle  A  the  basis  shall  be 
the  same  as  the  basis  prescribed  in  the 
Internal  Revenue  Code  of  1939.  In  such 
cases  see  section  113  (a)  of  the  Internal 
Revenue  Code  of  1939  and  the  regula¬ 
tions  thereunder. 

§  1.1053  Statutory  provisions;  basis  of 
property  acquired  before  March  1,  1913. 

Sec.  1053.  Property  acquired  before  March 
1,  1913.  In  the  case  of  property  acquired 
before  March  1,  1913,  if  the  basis  otherwise 
determined  under  this  part,  adjusted  (for 
the  period  before  March  1,  1913)  as  provided 
in  section  1016,  is  less  than  the  fair  market 
value  of  the  property  as  of  March  1,  1913, 
then  the  basis  for  determining  gain  shall  be 
such  fair  market  value.  In  determining  the 
fair  market  value  of  stock  in  a  corporation 
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as  of  March  1, 1913,  due  regard  shall  be  given 
to  the  fair  market  value  of  the  assets  of  the 
corporation  as  of  that  date.' 

S  1.1053-1  Property  acquired  before 
March  1,  1913 — (a)  Basis  for  determin¬ 
ing  gain.  In  the  case  of  property  ac¬ 
quired  before  March  1,  1913,  the  basis 
as  of  March  1, 1913,  for  determining  gain 
is  the  cost  or  other  basis,  adjusted  as 
provided  in  section  1016  and  other  appli¬ 
cable  provisions  of  chapter  1,  or  its  fair 
market  value  as  of  March  1, 1913,  which¬ 
ever  is  greater, 

(b)  Basis  for  determining  loss.  In  the 
case  of  property  acquired  before  March 
1,  1913,  the  basis  as  of  March  1,  1913,  for 
determining  loss  is  the  basis  determined 
in  accordance  with  part  II  of  subchapter 
O,  or  other  applicable  provisions  of  chap¬ 
ter  1,  without  reference  to  the  fair  mar¬ 
ket  value  as  of  March  1,  1913. 

(c)  Example.  The  application  of 
paragraphs  (a)  and  (b)  of  this  section 
may  be  illustrated  by  the  following  ex¬ 
ample: 

Example,  (i)  On  March  1,  1908,  a  tax¬ 
payer  purchased  for  $100,000,  property  hav¬ 
ing  a  useful  life  of  50  years.  Assuming  that 
there  were  no  capital  Improvements  to  the 
property,  the  depreciation  sustained  on  the 
property  before  March  1,  1913,  was  $10,000 
(5  years  @  $2,000),  so  that  the  original  cost 
adjusted,  as  of  March  1,  1913,  for  deprecia¬ 
tion  sustained  prior  to  that  date  is  $90,000. 
On  that  date  the  property  had  a  fair  market 
value  of  $94*500  with  a  remaining  life  of 
45  years. 

(ii)  For  the  purpose  of  determining  gain 
from  the  sale  or  other  disposition  of  the 
property  on  March  1,  1954,  the  basis  of  the 
property  is  the  fair  market  value  of  $94,500 
as  of  March  1,  1913,  adjusted  for  deprecia¬ 
tion  allowed  or  allowable  after  February  28, 
1913,  computed  on  $94,500.  Thus,  the  sub¬ 
stituted  basis,  $94,500,  is  reduced  by  the 
depreciation  adjustment  from  March  1. 
1913,  to  February  28,  1954,  in  the  aggregate 
of  $86,100  (41  years  @  $2,100),  leaving  an 
adjusted  basis  for  determining  gain  of 
$8,400  ($94,500  less  $86,100). 

(ill)  For  the  pmpose  of  determining  loss 
from  the  sale  or  other  disposition  of  such 
property  on  March  1,  1954,  the  basis  of  the 
property  is  its  cost,  adjusted  for  depreciation 
sustained  before  March  1,  1913,  computed 
on  cost,  and 'the  amount  of  depreciation 
allowed  or  allowable  after  February  28,  1913, 
computed  on  the  fair  market  value  of 
$94,500  as  of  March  1,  1913.  In  this  example, 
the  amount  of  depreciation  sustained  befdre 
March  1,  1913,  is  $10,000  and  the  amount  of 
depreciation  determined  for  the  period  after 
February  28,  1913,  is  $86,100.  Therefore,  the 
aggregate  amount  of  depreciation  for  which 
the  cost  ($100,000)  should  be  adjusted  is 
$96,100  ($10,000  plus  $86,100),  and  the  ad¬ 
justed  basis  for  determining  loss  on  March  1, 
1954,  is  $3,900  ($100,000  less  $96,100). 

(d)  Fair  market  value.  The  determi¬ 
nation  of  the  fair  market  value  of  prop¬ 
erty  on  March  1,  1913,  is  generally  a 
question  of  fact  and  shall  be  established 
by  competent  evidence.  In  determining 
the  fair  market  value  of  stock  or  other 
securities,  due  regard  shall  be  given  to 
-the  fair  market  value  of  the  corporate 

assets  as  of  such  date,  and  other  perti¬ 
nent  factors.  In  the  case  of  property 
traded  in  on  public  exchanges,  actual 
sales  on  or  near  the  basic  date  afford 
evidence  of  value.  In  general,  the  fair 
market  value  of  a  block  or  aggregate  of 
a  particular  kind  of  property  is  not  to 
be  determined  by  a  forced-sale  price. 


or  by  an  estimate  of  what  a  whole  block 
or  aggregate  would  bring  if  placed  upon 
the  market  at  one  and  the  same  time. 
In  such  a  case  the  value  should  be  deter¬ 
mined  by  ascertaining  as  the  basis  the 
fair  market  value  of  each  unit  of  the 
property.  All  relevant  facts  and  ele¬ 
ments  of  value  as  of  the  basic  date  should 
be  considered  in  each  case. 

§  1.1054  Statutory  provisiojis;  cross 
references. 

Sec.  1054.  Cross  references.  (1)  For  non¬ 
recognition  of  gain  in  connection  with  the 
transfer  of  obsolete  vessels  to  the  Maritime 
Administration  under  section  510  of  the 
Merchant  Marine  Act,  1936,  see  subsection 
(e)  of  that  section,  as  amended  August  4, 
1939  (46  U.  S.  C.  1160). 

(2)  For  recognition  of  gain  or  loss  in  con¬ 
nection  with  the  construction  of  new  vessels, 
see  section  511  of  such  Act,  as  amended  (46 
D.  S.C.  1161). 

(3)  For  nonrecognition  of  gain  in  connec¬ 
tion  with  vessels  exchanged  with  the  Mari¬ 
time  Administration  under  section  8  of  the 
Merchant  Ship  Sales  Act  of  1946,  see  sub¬ 
section  (a)  of  that  section  (50  U.  S.  C.  App. 
1741).  • 

CHANGES  TO  EFFECTUATE  F.  C.  C.  POLICY 

§  1.1071  Statutory  provisions;  gain 
from  sale  or  exchange  to  effectuate  poli¬ 
cies  of  Federal  Communications  Com¬ 
mission. 

Sec.  1071.  Gain  from  sale  or  exchange  to 
effectuate  policies  of  F.  C.  C. — (a)  Nonrecog¬ 
nition  of  gain  or  loss.  If  the  sale  or  exchange 
of  property  (including  stock  in  a  corpora¬ 
tion)  is  certified  by  the  Federal  Communi¬ 
cations  Commission  to  be  necessary  or 
appropriate  to  effectuate  the  policies  of  the 
Commission  with  respect  to  the  ownership 
and  control  of  radio  broadcasting  stations, 
such  sale  or  exchange  shall,  if  the  taxpayer 
so  elects,  be  treated  as  an  involuntary  con¬ 
version  of  such  property  within  the  meaning 
of  section  1033.  For  purposes  of  such  sec¬ 
tion  as  made  applicable  by  the  provisions  of 
this  section,  stock  of  a  corporation  operating 
a  radio  broadcasting  station,  whether  or  not 
representing  control  of  such  corporation, 
shall  be  treated  as  property  similar  or  related 
in  service  or  use  to  the  property  so  converted. 
The  part  of  the  gain,  if  any,  on  such  sale  or 
exchange  to  which  section  1033  is  not  applied 
shall  nevertheless  not  be  recognized,  if  the 
taxpayer  so  elects,  to  the  extent  that  it  is 
applied  to  reduce  the  basis  for  determining 
gain  or  loss  on  sale  or  exchange  of  property, 
of  a  character  subject  to  the  allowance  for 
depreciation  under  section  167,  remaining  in 
the  hands  of  the  taxpayer  immediately  after 
the  sale  or  exchange,  or  acquired  in  the 
same  taxable  year.  The  manner  and  amount 
of  such  reduction  shall  be  determined  under 
regulations  prescribed  by  the  Secretary  or 
his  delegate.  Any  election  made  by  the  tax¬ 
payer  under  this  section  shall  be  made  by  a 
statement  to  that  effect  in  his  return  for  the 
taxable  year  in  which* the  sale  or  exchange 
takes  place,  and  such  election  shall  be  bind¬ 
ing  for  the  taxable  year  and  all  subsequent 
taxable  years. 

(b)  Basis.  For  basis  of  property  acquired 
on  a  sale  or  exchange  treated  as  an  involun¬ 
tary  conversion  under  subsection  (a),  see 
section  1033  (c). 

§  1.1071-1  Gain  from  sale  or  exchange 
to  effectuate  policies  of  Federal  Com¬ 
munications  Commission,  (a)  At  the 
election  of  the  taxpayer,  section  1071  in 
effect  postpones  the  recognition  of  gain 
upon  the  sale  or  exchange  of  property, 
if  the  Federal  Communications  Com¬ 
mission  certifies  such  sale  or  exchange 
to  be  necessary  or  appropriate  to  effectu- 
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ate  the  policies  of  the  Commission  with 
respect  to  the  ownership  and  control  of 
radio  broadcasting  stations.  Any  tax¬ 
payer  desiring  to  obtain  the  benefits  of 
section  1071  shall  file  with  the  Com¬ 
missioner  of  Internal  Revenue,  or  the 
district  director  of  internal  revenue  for 
the  district  in  which  the  income  tax  re¬ 
turn  of  the  taxpayer  is  required  to  be, 
filed,  a  certificate  from  the  Federal 
communications  Commission  clearly 
identifying  the  property  and  showing 
that  the  sale  or  exchange  of  such  prop¬ 
erty  is  necessary  or  appropriate  to  effec¬ 
tuate  the  policies  of  the  Commission 
with  respect  to  the  ownership  and  con¬ 
trol  of  radio  broadcasting  stations. 
Such  certificate  shall  be  accompanied  by 
a  detailed  statement  showing :  The  kind 
of  property,  the  date  of  acquisition,  the 
cost  or  other  basis  of  the  property,  the 
date  of  sale  or  exchange,  the  name  and 
address  of  the  transferee,  and  the 
amount  of  money  and  the  fair  market 
value  of  the  property  other  than  money 
received  upon  such  sale  or  exchange. 

(b)  Section  1071  applies  only  in  the 
case  of  a  sale  or  exchange  made  neces¬ 
sary  by  reason  of  the  Federal  Commu¬ 
nications  Commission’s  policies  as  to 
ownership  or  control  of  radio  facilities. 
Section  1071  does  not  apply  in  the  case 
of  a  sale  or  exchange  made  necessary 
as  a  result  of  other  matters,  such  as  the 
operation  of  a  broadcasting  station  in 
a  manner  determined  by  the  Commis¬ 
sion  to  be  not  in  the  public  interest  or 
in  violation  of  Federal  or  State  law. 

(c)  An  election  to  have  the  benefits  of 
section  1071  shall  be  made  in  the  manner 
prescribed  in  §  1.1071-4. 

(d)  For  purposes  of  section  1071,  the 
term  “radio  broadcasting”  includes  tele¬ 
casting. 

§  1.1071-2  Nature  and  effect  of  elec- 
tion — (a)  Alternative  elections.  (1)  A 
taxpayer  entitled  to  the  benefits  of  sec¬ 
tion  1071  in  respect  of  a  sale  or  exchange 
of  property  may  elect — 

(1)  To  treat  such  sale  or  exchange  as 
an  involuntary  conversion  under  the  pro¬ 
visions  of  section  1033;  or 

(ii)  To  treat  such  sale  or  exchange  as 
an  involuntary  conversion  under  the 
provisions  of  section  1033,  and  in  addi¬ 
tion  elect  to  reduce  the  basis  of  property, 
in  accordance  with  the  regulations  pre¬ 
scribed  in  §  1.1071-3,  by  all  or  part  of  the 
gain  that  would  otherwise  be  recognized 
under  section  1033 ;  or 

(iii)  To  reduce  the  basis  of  property, 
in  accordance  with  the  regulations  pre¬ 
scribed  in  §  1.1071-3,  by  all  or  part  of 
the  gain  realized  upon  the  sale  or  ex¬ 
change. 

(2)  The  effect  of  the  provisions  of  sub- 
paragraph  (1)  of  this  paragraph  is,  in 
general,  to  grant  the  taxpayer  an  elec¬ 
tion  to  treat  the  proceeds  of  the  sale  or 
exchange  as  the  proceeds  of  an  involun¬ 
tary  conversion  subject  to  the  provisions 
of  section  1033,  and  a  further  election  to 
reduce  the  basis  of  certain  property 
owned  by  the  taxpayer  by  the  amount 
of  the  gain  realized  upon  the  sale  or 
exchange  to  the  extent  of  that  portion 
cf  the  proceeds  which  is  not  treated  as 
the  proceeds  of  an  involuntary  conver¬ 
sion. 


(3)  An  election  under  section  1071  for 
any  taxable  year  shall  be  irrevocable  and 
shall  be  binding  for  such  taxable  year 
and  all  subsequent  taxable  years. 

(b)  Application  of  section  1033.  (1) 
if  the  taxpayer  elects,  under  either  para¬ 
graph  (a)  (1)  (i)  or  (ii)  of  this  section, 
to  treat  the  sale  or  exchange  as  an  in¬ 
voluntary  conversion,  the  provisions  of 
section  1033,  as  modified  by  section  1071, 
together  with  the  regulations  prescribed 
under  such  sections,  shall  be  applicable 
in  determining  the  amount  of  recognized 
gain  and  the  basis  of  property  acquired 
as  a  result  of  such  sale  or  exchange. 
For  the  purposes  of  section  1071  and  the 
regulations  thereunder,  stock  of  a  cor¬ 
poration  operating  a  radio  broadcasting 
station  shall  be  treated  as  property  sim¬ 
ilar  or  relates  in  service  or  use  to  the 
property  sold  or  exchanged.  Securities 
of  such  a  corporation  other  than ‘stock, 
or  securities  of  a  corporation  not  operat¬ 
ing  a  radio  broadcasting  station,  do  not 
constitute  property  similar  or  related  in 
service  or  use  to  the  property  sold  or 
exchanged.  If  the  taxpayer  exercises 
the  election  referred  to  in  paragraph  (a) 
(1)  (i)  of  this  section,  the  gain  realized 
upon  such  sale  or  exchange  shall  be 
recognized  to  the  extent  of  that  part  of 
the  money  received  upon  the  sale  or  ex¬ 
change  which  is  not  expended  in  the 
manner  prescribed  in  section  1033  and 
the  regulations  thereunder.  If,  how¬ 
ever,  the  taxpayer  exercises  the  elections 
referred  to  in  paragraph  (a)  (1)  (ii)  of 
this  section,  the  amount  of  the  gain 
which  would  be  recognized,  determined 
in  the  same  manner  as  in  the  case  of  ah 
election  under  paragraph  (a)  (1)  (i)  of 
this  section,  shall  not  be  recognized  but 
shall  be  applied  to  reduce  the  basis  of 
property,  remaining  in  the  hands  of  the 
taxpayer  after  such  sale  or  exchange  or 
acquired  by  him  during  the  same  taxable 
year,  which  is  of  a  character  subject  to 
the  allowance  for  depreciation  under  sec¬ 
tion  167.  Such  reduction  of  basis  shall 
be  made  in  accordance  with  and  under 
the  conditions  prescribed  by  §  1.1071-3. 

(2)  In  the  application  of  section  1033 
to  determine  the  recognized  gain  and  the 
basis  of  property  acquired  as  a  result  of  a 
sale  or  exchange  pursuant  to  an  election 
under  paragraph  (a)  (1)  (i)  or  (ii)  of 
this  .section,  the  entire  amount  of  the 
proceeds  of  such  sale  or  exchange  shall 
be  takeninto  account. 

(c)  Example.  The  application  of  the 
provisions  of  section  1071  may  be  illus¬ 
trated  by  the  following  example: 

Example.  A,  who  makes  his  return  on  a 
calendar  year  basis,  sold  in  1954,  for  $100,000 
cash,  stock  of  X  Corporation,  which  operates 
a  radio  broadcasting  station.  A’s  basis  of 
this  stock  was  $75,000.  The  sale  was  certi¬ 
fied  by  the  Federal  Communications  Com¬ 
mission  as  provided  in  section  1071.  Soon 
after,  in  the  same  taxable  year,  A  used  $50,000 
of  the  proceeds  of  the  sale  to  purchase  stock 
in  Y  Corporation,  which  operates  a  radio 
broadcasting  station.  A  elected  in  his  1954 
return  to  treat  such  sale  and  purchase  as  an 
involuntary  conversion  subject  to  the  provi¬ 
sions  of  section  1033.  He  also  elected  at  the 
same  time  to  reduce  the  basis  of  depreciable 
property  by  the  amount  of  the  gain  that 
otherwise  would  be  recognized  under  the  pro¬ 
visions  of  section  1033,  as  made  applicable  by 
section  1071.  The  sale  results  in  a  recognized 
gain  of  $25,000  under  section  1033.  However, 


this  gain  is  not  recognized  in  this  case  be¬ 
cause  the  taxpayer  elected  to  reduce  the  basis 
of  other  property  by  the  amount  of  the  gain. 
This  may  be  shown  as  follows: 


(1)  Sale  price  of  X  Corporation 

stock - - $100,000 

Basis  for  gain  or  loss _  75,000 


Gain  realized _  25, 000 


Proceeds  of  sale _  100,  000 

Amount  exp>ended  to  replace  prop¬ 
erty  sold -  60,  000 


Amount  not  expended  in 
manner  prescribed  in  sec¬ 
tion  1033 -  50,000 


Realized  gain,  recognized  under 
section  1033  (not  to  exceed  the 
unexpended  portion  cf  proceeds 

of  sale) _  25,000 

Less:  Amoimt  applied  as  a  reduc¬ 
tion  of  basis  of  depreciable 
property -  25,  000 


Recognized  gain  for  tax  pur¬ 
poses  _ _  None 

(2)  The  basis  of  Y  Corporation  stock  in 


the  hands  of  A  is  $50,000,  computed  in  ac-  " 
cordance  with  section  1033  and  the  regula¬ 
tions  prescribed  under  that  section.  The 
$50,000  basis  is  computed  as  follows: 

Basis  of  property  sold  (converted).  $75,000 


Less:  Amount  of  proceeds  not  ex¬ 
pended  _  50, 000 


Balance _  25, 000 

Plus  amount  of  gain  recognized 

under  section  1033 _  25,  000 


Basis  of  Y  Corporation  stock 

in  A’s  hands _  50, 000 


§  1.1071-3  Reduction  of  basis  of  prop¬ 
erty  pursuant  to  election  under  sectioj^ 
1071 — (a)  General  rule.  (1)  in  addition 
to  the  adjustments  provided  in  section 
1016  and  other  applicable  provisions  of 
chapter  1,  which  adjustments  are  re¬ 
quired  to  be  made  with  respect  to  the 
cost  or  other  basis  of  property,  a  further 
adjustment  shall  be  made  in  the  amount 
of  the  unrecognized  gain  under  section 
1071,  if  the  taxpayer  so  elects.  Such  fur¬ 
ther  adjustment  shall  be  made  only  with 
respect  to  the  cost  or  other  basis  of  prop¬ 
erty  which  is  of  a  character  subject  to 
the  allowance  for  depreciation  under 
section  167,  and  which  remains  in  the 
hands  of  the  taxpayer  immediately  after 
the  sale  or  exchange  in  respect  of  which 
the  election  is  made,  or  which  is  acquired 
by  the  taxpayer  in  the  same  taxable 
year  in  which  such  sale  or  exchange 
occurs.  If  the  property  is  in  the  hands 
of  the  taxpayer  immediately  after  the 
sale  or  exchange,  the  time  of  reduction 
of  the  basis  is  the  date  of  the  sale  or 
exchange:  in  all  other  cases  the  time  of 
reduction  of  the  basis  is  the  date  of  ac¬ 
quisition. 

(2)  The  reduction  of  the  basis  under  " 
section  1071  in  the  amount  of  the  un¬ 
recognized  gain  shall  be  made  in  respect 
of  the  cost  or  other  basis,  as  of  the  time 
prescribed,  of  all  units  of  property  of  the 
specified  character.  The  cost  or  other 
basis  of  each  unit  shall  be  decreased  in 
an  amount  equal  to  such  proportion  of 
the  unrecognized  gain  as  the  adjusted 
basis  (for  determining  gain,  determined 
without  regard  to  this  section)  of  such 
unit  bears  to  the  aggregate  of  such  ad- 
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Justed  bases  of  all  units  of  such  property, 
but  the  amount  of  the  decrease  shall 
not  be  more  than  the  amount  of  such 
adjusted  basis.  If  in  the  application  of 
such  rule  the  adjusted  basis  of  any  unit 
is  reduced  to  zero,  the  process  shall  be 
repeated  to  reduce  the  adjusted  basis  of 
the  remaining  units  of  property  by  the 
portion  erf  the  unrecognized  gain  which 
is  not  absorbed  in  the  first  application 
of  the  rule.  For  such  purpose  the  “ad* 
Justed  basis”  of  the  remaining  units  shall 
be  the  adjusted  basis  for  determining 
gain  reduced  by  the  amount  of  the  .ad¬ 
justment  previously  made  under  this 
section.  The  process  shall  be  repeated 
until  the  entire  amount  of  the  unrecog¬ 
nized  gain  has  been  absorbed. 

(3)  The  application  of  the  provisions 
erf  this  section  may  be  illustrated  by  the 
following  example: 

Example.  Using  the  facts  given  in  the 
example  set  forth  in  $  1.1071-2  (c) ,  except 
that  the  taxpayer  elects  to  reduce  the  basis 
of  depreciable  property  in  accordance  with 
paragraph  (a)  (1)  (iii)  of  S  1.1071-2.  the 
computation  may  be  illustrated  as  follows: 

Sale  price  of  X  Corporation  stock _ $100, 000 

Basis  for  gain  or  loss _ _ _ _  75, 000 


Realized  gain  (recognized  except  for 

the  election  under  {  1.1071-1) _  25,000 


Adjusted  basis  of  other  depreciable 
property  in  hands  of  A'  inune- 
diately  after  sale: 

Building _  80, 000 

Transmitter _ _  16, 000 

Fixtiu’es _ 4,000 


Total _  100, 000 


Computation  of  reduction: 

80  000 

BuUdlngj^O^X $25,000  (gain).  20,000 

16,000 

Transmitter  ;  •  x  $25,000 _ _  4, 000 

100  *000 

4.000 

Fixtures  X  $25,000 -  1. 000 


Total  reduction _  25, 000 


New  basis  of  assets: 

BuUding  ($80,000  minus  $20,000)  _  60, 000 

Transmitter  ($16,000  minus 

$4,000) _  12,  000 

Fixtures  ($4,000  minus  $1,000) ..  3, 000 


Total  adjusted  basis  after  re¬ 
duction  under  section 
1071  .  75,  000 


Realized  gain  upon  sale  of  X 

Corporation  stock _  25, 000 

Less:  Amount  applied  as  a  re¬ 
duction  to  basis  of  depreciable 
property _ _ _  25, 000 


Recognized  gain  for  tax 
purposes _ .: _  None 

(b)  Special  cases.  With  the  consent 
of  the  Commissioner,  the  taxpayer  may, 
however,  have  the  basis  of  the  various 
units  of  property  of  the  class  specified  in 
section  1071  and  this  section  adjusted  in 
a  manner  different  from  the  general  rule 
set  forth  in  paragraph  (a)  of  this  sec¬ 
tion.  Variations  from  such  general  rule 
may,  for  example,  involve  adjusting  the 
basis  of  only  certain  units  of  such  prop¬ 
erty.  The  request  for  variations  from 
such  general  rule  should  be  filed  by  the 
taxpayer  with  his  return  for  the  taxable 
year  in  which  he  elects  to  have  the  basis 


of  property  reduced  imder  section  1071. 
Agreement  between  the  taxpayer  and  the 
Commissioner  as  to  any  variations  from 
such  general  rule  shall  be  effective  only 
if  incorporated  in  a  closing  agreement 
entered  into  under  the  provisions  of 
section  7121. 

§  1.1071-4  Manner  of  election,  (a) 
An  election  under  the  provisions  of  sec¬ 
tion  1071  shall  be  in  the  form  of  a  writ¬ 
ten  statement  and  shall  be  executed  and 
filed  in  duplicate.  Such  statement  shall 
be  signed  by  the  taxpayer  or  his  author¬ 
ized  representative.  In  the  case  of  a  cor¬ 
poration  the  statement  shall  be  signed 
with  the  corporate  name,  followed  by  the 
signature  and  title  of  an  officer  of  the 
corporation  empowered  to  sign  for  the 
corporation,  and  the  corporate  seal  must 
be  affixed.  An  election  under  section 
1071  to  reduce  the  basis  of  property  and 
an  election  under  such  section  to  treat 
the  sale  or  exchange  as  an  involuntary 
conversion  under  section  1033  may  be 
exercised  independently  of  each  other. 
An  election  under  section  1071  must  be 
filed  with  the  return  for  the  taxable  year 
in  which  the  sale  or  exchange  occurs. 
Where  practicable,  the  certificate  of  the 
Federal  Communications  Commission 
required  by  §  1.1071-1  should  be  filed 
with  the  election. 

(b)  If,  in  pursuance  of  an  election  to 
have  the  basis  of  its  property  adjusted 
imder  section  1071,  the  taxpayer  desires 
to  have  such  basis  adjusted  in  any  man¬ 
ner  different  from  the  general  rule  set 
forth  in  §  1.1071-3.  (a) ,  the  precise 
method  (including  allocation  of 
amounts)  should  be  set  forth  in  detail 
on  separate  sheets  accompanying  the 
election.  Consent  by  the  Commissioner 
to  any  departure  from  such  general  rule 
shall  be  effected  only  by  a  closing  agree¬ 
ment  entered  into  under  the  provisions 
of  section  7121. 

EXCHANGES  IN  OBEDIENCE  TO  S.  E.  C.  ORDERS 

§  1.1081  Statutory  provisions;  ex¬ 
changes  and  distributions  in  obedience 
to  orders  of  the  Securities  and  Exchange 
Commission;  nonrecognition  of  gain  or 
loss. 

Sec.  1081.  Nonrecognition  of  gain  or  loss 
on  exchanges  or  distributions  in  obedience 
to  orders  of  S.  E.  C. — (a)  Exchanges  of  stock 
or  securities  only.  No  gain  or  loss  shall  be 
recognized  to  the  transferor  if  stock  or 
securities  in  a  corporation  which  Is  a  reg¬ 
istered  holding  company  or  a  majority-owned 
subsidiary  company  are  transferred  to  such 
corporation  or  to  an  associate  company 
thereof  which  is  a  reigstered  holding  com¬ 
pany  or  a  majority-owned  subsidiary  com¬ 
pany  solely  in  exchange  for  stock  or  securi¬ 
ties  (other  than  stock  or  securities  which 
are  nonexempt  property),  and  the  exchange 
is  made  by  the  transferee  corp>oration  in 
obedience  to  an  order  of  the  Securities  and 
Exchange  Commission. 

(b)  Exchanges  and  sales  of  property  by 
corporations — (1)  General  rule.  No  gain 
shall  be  recognized  to  a  transferor  corpora¬ 
tion  which  is  a  registered  holding  company 
or  an  associate  company  of  a  registered 
holding  company,  if  such  corporation,  in 
obedience  to  an  order  of  the  Securities  and 
Exchange  Commission,  transfers  property  in 
exchange  for  property,  and  such  order  recites 
that  such  exchange  by  the  transferor  corpo¬ 
ration  is  necessary  or  appropriate  to  the 
Integration  or  simplification  of  the  holding 
company  system  of  which  the  transferor  cor¬ 


poration  is  a  member.  Any  gain,  to  the 
extent  that  it  cannot  be  applied  in  reduction 
of  basis  under  section  1082  (a)  (2),  shall  be 
recognized. 

(2)  Nonexempt  property.  If  any  such 
property  so  received  is  nonexempt  property, 
gain  shall  be  recognized  unless  such  non¬ 
exempt  property  or  an  amount  equal  to  the 
fair  market  value  of  such  property  at  the 
time  of  the  transfer  is,  within  24  months  of 
the  transfer,  under  regulations  prescribed  by 
the  Secretary  or  his  delegate,  and  in  accord¬ 
ance  with  an  order  of  the  Securities  and  Ex¬ 
change  Commission,  expended  for  property 
other  than  nonexempt  property  or  is  invested 
as  a  contribution  to  the  capital,  or  as  paid- 
in  surplus,  of  another  corporation,  and  such 
order  recites  that  such  expenditure  or  in¬ 
vestment  by  the  transferor  corporation  is 
necessary  or  appropriate  to  the  integration 
or  simplification  of  the  holding  company 
system  of  which  the  transferor  corporation 
is  a  member.  If  the  fair  market  value  of  such 
nonexempt  property  at  the  time  of  the 
transfer  exceeds  the  amount  expended  and 
the  amount  invested,  as  required  in  the  pre¬ 
ceding  sentence,  the  gain,  if  any,  to  the  ex¬ 
tent  of  such  excess,  shall  be  recognized. 

(3)  Cancellation  or  redemption  of  stock 
or  securities.  For  purposes  of  this  subsec¬ 
tion,  a  distribution  in  cancellation  or  re¬ 
demption  (except  a  distribution  having  the 
effect  of  a  dividend)  of  the  whole  or  a  part 
of  the  transferor’s  own  stock  (not  acquired 
on  the  transfer)  and  a  payment  in  complete 
or  partial  retirement  or  cancellation  of  se¬ 
curities  representing  indebtedness  of  the 
transferor  or  a  complete  or  partial  retirement 
or  cancellation  of  such  securities  which  is  a 
part  of  the  consideration  for  the  transfer 
shall  be  considered  an  expenditure  for  prop¬ 
erty  other  than  nonexempt  property,  and  if, 
on  the  transfer,  a  liability  of  the  transferor 
is  assumed,  or  proi>erty  of  the  transferor  is 
transferred  subject  to  a  liability,  the  amount 
of  such  liability  shall  be  considered  to  be  an 
expenditure  by  the  transferor  for  property 
other  than  nonexempt  property. 

(4)  Consents.  This  subsection  shall  not 
apply  unless  the  transferor  corporation  con¬ 
sents,  at  such  time  and  in  such  manner  as 
the  Secretary  or  his  delegate  may  by  regu¬ 
lations  prescribe  to  the  regulations  prescribed 
under  section  1082  (a)  (2)  in  effect  at  the 
time  of  filing  its  return  for  the  taxable  year 
in  which  the  transfer  occurs. 

(c)  Distribution  of  stock  or  securities 
only — (1)  In  general.  If  there  is  distributed, 
in  obedience  to  an  order  of  the  Securities  and 
Exchange  Commission,  to  a  shareholder  in 
a  corporation  which  is  a  registered  holding 
company  or  a  majority-owned  subsidiary 
company,  stock  or  securities  (other  than 
stock  or  securities  which  are  nonexempt 
property),  without  the  surrender  by  such 
shareholder  of  stock  or  securities  in  such 
corporation,  no  gain  to  the  distributee  from 
the  receipt  of  the  stock  or  securities  so  dis¬ 
tributed  shall  be  recognized. 

(2)  Special  rule.  If — 

(A)  There  is  distributed  to  a  shareholder 
In  a  corporation  rights  to  acquire  common 
stock  in  a  second  corporation  without  the 
surrender  by  such  shareholder  of  stock  in 
the  first  corporation, 

(B)  Such  distribution  is  in  accordance 
with  an  arrangement  forming  a  ground  for 
an  order  of  the  Securities  and  Exchange 
Commission  issued  pursuant  to  section  3 
of  the  Public  Utility  Holding  Company  Act 
of  1935  (49  Stat.  810;  15  U.  S.  C.  79c)  that 
such  corporation  is  exempt  from  any  provi¬ 
sion  or  provisions  of  such  Act,  and 

(C)  Before  January  1,  1958,  the  first  cor¬ 
poration  disposes  of  all  of  the  common  stock 
in  the  second  corporation  which  it  owns, 

then  no  gain  to  the  distributee  from  the 
receipt  of  the  rights  so  distributed  shall 
be  recognized.  If  the  first  corporation  does 
not,  before  January  1.  1958,  dispose  of  all 
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of  the  common  stock  which  It  owns  In  the 
second  corporation,  then  the  periods  of  limi¬ 
tation  provided  in  sections  6501  and  6502  on 
the  making  of  an  assessment  or  the  collection 
by  levy  or  a  proceeding  in  court  shall,  with 
respect  to  any  deficiency  (including  interest 
and  additions  to  the  tax)  resulting  solely 
from  the  receipt  of  such  rights  to  acquire 
stock,  include  one  year  immediately  follow¬ 
ing  the  date  on  which  the  first  corporation 
notifies  the  Secretary  or  his  delegate  whether 
.or  not  the  requirements  of  subparagraph  (C) 
of  the  preceding  sentence  have  been  mef;  and 
such  assessment  and  collection  may  be  made 
notwithstanding  any  provision  of  law  or  rule 
of  law  which  would  otherwise  prevent  such 
assessment  and  collection. 

(d)  Transfers  within  system  group — (1) 
General  rule.  No  gain  or  loss  shall  be  recog¬ 
nized  to  a  corporation  which  is  a  member 
of  a  system  group — 

(A)  If  such  corporation  transfers  prop¬ 
erty  to  another  corporation  which  is  a  mem¬ 
ber  of  the  same  system  group  in  exchange 
for  other  property,  and  the  exchange  by  each 
corporation  is  made  in  obedience  to  an  order 
of  the  Securities  and  Exchange  Commission, 
or 

(B)  If  there  is  distributed  to  such  cor¬ 
poration  as  a  shareholder  in  a  corporation 
which  is  a  member  of  the  same  system 
group,  property,  without  the  surrender  by 
such  shareholder  of  stock  or  securities  in 
the  corporation  making  the  distribution,  and 
the  distribution  is  made  and  received  in 
obedience  to  an  order  of  the  Securities  and 
Exchange  Commission. 

If  an  exchange  by  or  a  distribution  to  a 
corporation  with  respect  to  which  no  gain 
or  loss  is  recognized  under  any  of  the  pro¬ 
visions  of  this  paragraph  may  also  be  con¬ 
sidered  to  be  within  the  provisions  of  sub¬ 
section  (a),  (b),  or  (c),  then  the  provisions 
of  this  paragraph  only  shall  apply. 

(2)  Sales  of  stock  or  securities.  If  the 
property  received  on  an  exchange  which  is 
within  any  of  the  provisions  of  paragraph 
(1)  consists  in  whole  or  in*  part  of  stock 
or  securities  issued  by  the  corporation  from 
which  such  property  was  received,  and  if 
in  obedience  to  an  order  of  the  Securities 
and  Exchange  Commission  such  stock  or 
securities  (other  than  stock  which  is  not 
preferred  as  to  both  dividends  and  assets) 
are  sold  and  the  proceeds  derived  therefrom 
are  applied  in  whole  or  in  part  in  the  retire¬ 
ment  or  cancellation  of  stock  or  of  securities 
of  the  recipient  corporation  outstanding  at 
the  time  of  such  exchange,  no  gain  or  loss 
shall  be  recognized  to  the  recipient  corpo¬ 
ration  on  the  sale  of  the  stock  or  securities 
with  respect  to  which  such  order  was  made; 
except  that  if  any  part  of  the  proceeds  de¬ 
rived  from  the  sale  of  such  stock  or  securities 
is  not  so  applied,  or  if  the  amount  of  such 
proceeds  is  in  excess  of  the  fair  market  value 
of  such  stpek  or  securities  at  the  time  of 
such  exchange,  the  gain,  if  any,  shall  be 
recognized,  but  in  an  amount  not  in  excess 
of  the  proceeds  which  are  not  so  applied, 
or  in  an  amount  not  more  than  the  amount 
by  which  the  proceeds  derived  from  such 
sale  exceed  such  fair  market  value,  whichever 
is  the  greater. 

(e)  Exchanges  not  solely  in  kind — (1) 
General  rule.  If  an  exchange  (not  within 
any  of  the  provisions  of  subsection  (d) ) 
would  be  within  the  provisions  of  subsection 
(a)  if  it  were  not  for  the  fact  that  property 
received  in  exchange  consists  not  only  of 
property  permitted  by  such  subsection  to 
be  received  without  the  recognitlqn  of  gain 
or  loss,  but  also  of  other  property  or  money, 
then  the  gain,  if  any,  to  the  recipient,  shall 
be  recognized,  but  in  an  amount  not  In  ex¬ 
cess  of  the  sum  of  such  money  and  the  fair 
market  value  of  such  other  property,  and 
the  loss,  if  any,  to  the  recipient  shall  not  be 
recognized. 

(2)  Distribution  treated  as  dividend.  If 
an  exchange  is  within  the  provisions  of  para- 
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graph  (1)  and  if  It  includes  a  distribution 
which  has  the  effect  of  the  distribution  of  a 
taxable  dividend,  then  there  shall  be  taxed 
as  a  dividend  to  each  distributee  such  an 
amount  of  the  gain  recognized  under  such 
I>aragraph  as  is  not  in  excess  of  his  ratable 
share  of  the  undistributed  earnings  and 
profits  of  the  corp>oration  accumulated  after 
February  28,  1913.  The  remainder,  tf  any," of 
the  gain  recoonized  under  paragraph  (1) 
shall  be  taxed  ^s  a  gain  from  the  exchange 
of  property, 

(f)  Conditions  for  application  of  section. 
Except  in  the  case  of  a  distribution  de¬ 
scribed  in  subsection  (d)  (2),  the  provisions 
of  this  section  shall,  not  apply  to  an  ex¬ 
change,  expenditure,  investment,  distribu¬ 
tion,  or  sale  unless — 

(1)  The  order  of  the  Sectirities  and  Ex¬ 
change  Commission  in  obedience  to  which 
such  exchange,  expenditure,  investment,  dis¬ 
tribution,  or  sale  was  made  recites  that  such 
exchfmge,  expenditure.  Investment,  distri¬ 
bution,  or  sale  is  necessary  or  appropriate 
to  effectuate  the  provisions  of  section  11  (b) 
of  the  Public  Utility  Holding  Company  Act 
of  1935  (49  Stat.  820;  15  U.  S.  C.  79k  (b) ), 

(2)  Such  order  specifies  and  Itemizes  the 
stock  and  securities  and  other  property 
which  are  ordered  to  be  acquired,  trans¬ 
ferred,  received,  or  sold  on  such  exchange, 
acquisition,  expenditure,  distribution,  or 
sale,  and,  in  the  case  of  an  investment,  the 
investment  to  be  made,  and 

(3)  Such  exchange,  acquisition,  expendi¬ 
ture,  investment,  distribution,  or  sale  was 
made  in  obedience  to  such  order,  and  was 
completed  within  the  time  prescribed 
therefor. 

(g)  Nonapplication  of  other  provisions. 
If  a  distribution  described  in  subsection  (c) 
(2),  or  an  exchange  or  distribution  made  in 
obedience  to  an  order  of  the  Securities  and 
Exchange  Commission,  is  within  any  of  the 
provisions  of  this  part  and  may  also  be  con¬ 
sidered  to  be  within  any  of  the  other  provi¬ 
sions  of  this  subchapter  or  subchapter  C 
(sec.  301  and  following,  relating  to  corporate 
distributions  and  adjustments) ,  then  the 
provisions  of  this  part  only  shall  apply. 

-§  1.1081-1  Terms  used.  The  follow¬ 
ing  terms,  when  used  in  this  section  and 
§§  1.1081-2  to  1. 1083-1, Mnclusive,  shall 
have  the  meanings  assigned  to  them  in 
section  1083:  “Order  of  the  Securities 
and  Exchange  Commission’/;  “registered 
holding  company”;  “holding  company 
system”;  “associate  company”;  “ma¬ 
jority-owned  subsidiary  company”;  “sys¬ 
tem  group”;  “nonexempt  property”;  and 
“stock  or  securities”.  Any  other  term 
used  in  this  section  and  §§  1.1081-2  to 
1.1083-1,  inclusive,  which  is  defined  in 
the  Internal  Revenue  Code  of  1954,  shall 
be  given  the  respective  definition  con¬ 
tained  in  such  Code. 

§  1.1081-2  Purpose  and  scope  of  ex¬ 
ception.  (a)  The  general  rule  is  that  the 
entire  amount  of  gain  or  loss  from  the 
sale  or  exchange  of  property  is  to  be 
recognized  (see  section  1002)  and  that 
the  entire  amount  received  as  a  dividend 
is  to  be  included  in  gross  income.  (See 
sections  61  and  301.)  Exceptions  to  the 
general  rule  are  provided  elsewhere  in 
subchapters  C  and  O  of  chapter  1,  one  of 
which  is  that  made  by  section  1081  with 
respect  to  exchanges,  sales,  and  dis¬ 
tributions  specifically  described  in  sec¬ 
tion  1081.  Section  1081  provides  the  ex¬ 
tent  to  which  gain  or  loss  is  not  to  be 
recognized  on  (1)  the  receipt  of  a  dis¬ 
tribution  described  in  section  1081  (c) 

(2),  or  (2)  an  exchange  or  sale,  or  the 
receipt  of  a  distribution,  made  in  obedi¬ 
ence  to  an  order  of  the  Securities  and 


Exchange  Commission,  which  is  issued 
to  effectuate  the  provisions  of  section  11 

(b)  of  the  Public  Utility  Holding  Com¬ 
pany  Act  of  1935  (15  U.  S.  C.  79k  (b)). 
Seotion  331  provides  that  a  distribution 
in  liquidation  of  a  corporation  shall  be 
treated  as  an  exchange.  Such  distribu¬ 
tion  is  to  be  treated  as  an  exchange 
imder  the  provisions  of  sections  1081  to 
1083,  inclusive.  The  order  of  the  Securi¬ 
ties  and  Exchange  Commission  must  be 
one  requiring  or  approving  action  which 
the  Commission  finds  to  be  necessary  or 
appropriate  to  effect  a  simplification  or 
geographical  integration  of  a  particular 
public  utility  holding  company  system. 
For  specific  requirements  with  respect  to 
an  order  of  the  Securities  and  Exchange 
Commission,  see  section  1081  (f ) . 

(b)  The  requirements  for  nonrecogni¬ 
tion  of  gain  or  loss  as  provided  in  section 
1081  are  precisely  stated  with  respect  to 
the  following  general  types  of  transac¬ 
tions; 

(1)  The  exchange  that  is  provided 
for  in  section  1081  (a) ,  in  which  stock  or 
securities  in  a  registered  holding  com¬ 
pany  or  a  majority-owned  subsidiary 
company  are  exchanged  for  stock  or 
securities.  * 

(2)  The  exchange  that  is  provided 
for  in  section  1081  (b) ,  in  which  a  reg¬ 
istered  holding  company  or  an  associate 
company  of  a  registered  holding  com¬ 
pany  exchanges  property  for  property. 

(3)  The  distribution  that  is  provided 
for  in  section  1081  (c)  (1),  in  which 
stock  or  securities  are  distributed  to  a 
shareholder  in  a  corporation  which  is  a 
registered  holding  company  or  a  ma¬ 
jority-owned  subsidiary  company,  or  the 
distribution  that  is  provided  for  in  sec¬ 
tion  1081  (c)  (2), in  which  a  corporation 
distributes  to  a  shareholder,  rights  to 
acquire  common  stock  in  a  second  cor¬ 
poration. 

(4)  The  transfer  that  is  provided  for 
in  section  1081  (d) ,  in  which  a  corpora¬ 
tion  which  is  a  member  of  a  system 
group  transfers  property  to  another 
member  of  the  same  system  group. 

Certain  rules  with  respect  to  the  receipt 
of  nonexempt  property  on  an  exchange 
described  in  section  1081  (a)  are  pre¬ 
scribed  in  section  1081  (e). 

(c)  These  exceptions  to  the  general 
rule  are  to  be  strictly  construed.  Unless 
both  the  purpose  and  the  specific  re¬ 
quirements  of  sections  1081  to  1083,  in¬ 
clusive,  are  clearly  met,  the  rect^nition 
of  gain  or  loss  upon  the  exchange,  sale, 
or  distribution  will  not  be  postponed 
under  those  sections.  Moreover,  even 
though  a  taxable  transaction  occurs  in 
connection  or  simultaneously  with  a 

.  realization  of  gain  or  loss  to  which  non¬ 
recognition  is  accorded,  nevertheless, 
nonrecognition  will  not  be  accorded  to 
such  taxable  transaction.  In  other 
words,  the  provisions  of  section  1081  do 
not  extend  in  any  case  to  gain  or  loss 
other  than  that  realized  from  and  di¬ 
rectly  attributable  to  a  disposition  of 
property  as  such,  or  the  receipt  of  a 
corporate  distribution  as  such,  in  an  ex¬ 
change,  sale,  or  distribution  specifically 
described  in  section  1081. 

(d)  The  application  of  the  provisions 
of  sections  1081  to  1083,  inclusive,  is 
intended  to  result  only  in  postponing  the 
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recognition  of  gain  or  loss  until  a  disposi¬ 
tion  of  property  is  made  which  is  not 
covered  by  such  provisions,  and.  in  the 
case  of  an  exchange  or  sale  subject  to 
the  provisions  of  section  1081  (b).  in^he 
reduction  of  basis  of  certain  property. 
The  provisions  of  section  1082  with  re¬ 
spect  to  the  continuation  of  basis  and 
the  reduction  in  basis  are  designed  to 
effect  these  results.  Although  the  time 
of  recognition  may  be  shifted,  there  must 
be  a  true  reflection  of  income  in  all  cases, 
and  it  is  intended  that  the  provisions  of 
sections  1081  to  1083,  inclusive,  ^all  not 
be  construed  or  applied  in  such  a  way  as 
to  defeat  this  purpose. 

§  1.1081-3  Exchanges  of  stock  or  se¬ 
curities  solely  for  stock  or  securities. 
The  exchange,  without  the  recognition 
of  gain  or  loss,  that  is  provided  for  in 
section  1081  (a)  must  be  one  in  which 
stock  or  securities  in  a  corporation  which 
is  a  registered  holding  company  or  a  ma¬ 
jority-owned  subsidiary  company  are 
exchanged  solely  for  stock  or  secmities 
other  than  stock  or  securities  which  con¬ 
stitute  nonexempt  property.  An  ex¬ 
change  is  not  within  the  provisions  of 
section  1081  (u)  unless  the  stock  or  se¬ 
curities  transferred  and  those  received 
are  stock  or  securities  as  defined  by  sec¬ 
tion  1083  (f).  The  stock  or  securities 
which  may  be  received  without  the  rec¬ 
ognition  of  gain  or  loss  are  not  limited 
to  stock  or  securities  in  the  corporation 
from  which  they  are  received.  An  ex¬ 
change  within  the  provisions  of  section 
1081  (a)  may  be  a  transaction  between 
the  holder  of  stock  or  securities  and  the 
corporation  which  issued  the  stock  or 
securities.  Also  the  exchange  may  be 
made  by  a  holder  of  stock  or  securities 
with  an  associate  company  (i.  e.,  a  cor¬ 
poration  in  the  same  holding  company 
system  with  the  issuing  corporation) 
which  is  a  registered  holding  company  or 
a  majority-owned  subsidiaiy  company. 
In  either  case,  the  nonrecognition  pro¬ 
visions  of  section  1081  (a)  apply  only  to 
the  holder  of  the  stock  or  securities. 
However,  the  transferee  corporation 
must  be  acting  in  obedience  to  an  order 
of  the  Securities  and  Exchange  Commis¬ 
sion  directed  to  such  corporation,  if  no 
gain  or  loss  is  to  be  recognized  to  the 
holder  of  the  stock  or  securities  who 
makes  the  exchange  with  such  corpora¬ 
tion.  See  also  section  1081  (b) ,  in  case 
the  holder  of  the  stock  or  securities  is  a 
registered  holding  company  or  an  asso¬ 
ciate  company  of  a  registered  holding 
company.  An  exchange  is  not  within 
the  provisions  of  section  1081  (a)  if  it  is 
within  the  provisions  of  section  1081  (d) , 
relating  to  transfers  within  a  system 
group.  For  treatment  when  nonexempt 
property  is  received,  see  section  1081  (e) ; 
•for  further  limitations,  see  section 
1081  (f). 

§  1.1081-4  Exchanges  of  property  for 
property  by  corporations — (a)  Applica¬ 
tion  of  section  1081  (b).  Section  1081 
(b)  applies  only  to  the  transfers  speci¬ 
fied  therein  with  respect  to  which  section 
1081  (d)  is  inapplicable,  and  deals  only 
with  such  transfers  if  gain  is  realized 
upon  the  sale  or  other  disposition  effec¬ 
ted  by  such  transfers.  If  loss  is  realized 
section  1081  (b)  is  inapplicable  and  the 


application  of  other  provisions  of  subtitle 
A  must  be  determined.  See  section  1081 
(g).  If  section  1081  (b)  is  applicable, 
the  other  provisions  of  subcbapters  C  and 
O  relating  to  the  nonrecognition  of  gain 
are  inapplicable,  and  the  conditions  un¬ 
der  which,  and  the  extent  to  which,  the 
realized  gain  is  not  recognized  are  set 
forth  in  paragraphs  (b) ,  ^c) ,  (d) ,  (e) , 
and  (f )  of  this  section. 

(b)  Nonrecognition  of  gain;  no  non¬ 
exempt  proceeds.  No  gain  is  recognized 
to  a  transferor  corporation  upon  the  sale 
or  other  disposition  of  property  trans¬ 
ferred  by  such  transferor  corporation  in 
exchange  solely  for  property  other  than 
nonexempt  property,  as  defined  in  sec¬ 
tion  1083  (e) ,  but  only  if  all  of  the  follow¬ 
ing  requirements  are  satisfied: 

(1)  The  transferor  corporation  is,  un¬ 
der  the  definition  in  section  1083  (b) ,  a 
registered  holding  company  or  an  asso¬ 
ciate  company  of  a  registered  holding 
company; 

(2)  Such  transfer  is  in  obedience  to  an 
order  of  the  Securities  and  Exchange 
Commission  (as  defined  in  section  1083 

(a)  )  and  such  order  satisfies  the  require¬ 
ments  of  section  1081  (f) ; 

(3)  The  transferor  corporation  has 
filed  the  required  consent  to  the  regu¬ 
lations  under  section  1082  (a)  (2)  (see 
paragraph  (g)  of  this  section) ;  and 

(4)  The  entire  amount  of  the  gain,  as 
determined  ,under  section  1001,  can  be 
applied  in  r^uction  of  basis  under  sec¬ 
tion  1082  (a)  (2)'. 

(c)  Nonrecognition  of  gain;  nonex¬ 
empt  proceeds.  If  the  transaction  would 
be  within  the  provisions  of  paragraph 

(b)  of  this  section  if  it  were  not  for  the 
fact  that  the  property  received  in  ex¬ 
change  consists  ii\  whole  or  in  part  of 
nonexempt  property  (as  defined  in  sec¬ 
tion  1083  (e) ) ,  then  no  gain  is  recog¬ 
nized  if  such  nonexempt  property,  or  an 
amount  equal  to  the  fair  market  value 
of  such  nonexempt  property  at  the  time 
of  the  transfer, 

(1)  Is  expended  within  the  required 
24 -month  period  for  property  other  than 
nonexempt  property;  or 

(2)  Is  invested  within  the  required 
24-^onth  period  as  a  contribution  to  the 
capital,  or  as  paid-in  surplus,  of  another 
corporation; 

but  only  if  the  expenditure  or  investment 
is  made 

(3)  In  accordance  with  an  order  of  the 
Securities  and  Exchange  Commission  (as 
defined  in  section  1083  (a) )  which  satis¬ 
fies  the  requirements  of  section  1081  (f) 
and  which  recites  that  such  expenditure 
or  investment  by  the  transferor  corpora¬ 
tion  is  necessary  or  appropriate  to  the 
integration  or  simplification  of  the  hold¬ 
ing  company  system  of  which  the  trans¬ 
feror  corporation  is  a  member;  and 

(4)  The  required  consent,  waiver,  and 
bond  have  been  executed  and  filed.  See 
paragraphs  (g)  and  (h)  of  this  section. 

(d)  Recognition  of  gain  in  part;  in¬ 
sufficient  expenditure  or  investment  in 
case  of  nonexempt  proceeds.  If  the 
transaction  would  be  within  the  provi¬ 
sions  of  paragraph  (c)  of  this  section  if 
it  were  not  for  the  fact  that  the  amount 
expended  or  invested  is  less  than  the 
fair  market  value  of  the  nonexempt 


property  received  in  exchange,  then  the 
gain,  if  any,  is  recognized,  but  in  an 
amount  not  in  excess  of  the  amount  by  " 
which  the  fair  market  value  of  such 
nonexempt  property  at  the  time  of  the 
transfer  exceeds  the  amount  so  expended 
and  invested. 

(e)  Items  treated  as  expenditures  for 
the  purpose  of  paragraphs  ic)''cmd  (d) 
of  this  section.  For  the  purposes  of  par¬ 
agraphs  (c)  and  (d)  of  this  section,  the' 
following  are  treated  as  expenditures  for 
property  other  than  nonexempt  prop¬ 
erty: 

(1)  A  distribution  in  cancellation  or 
redemption  (except  a  distribution  hav¬ 
ing  the  effect  of  a  dividend)  of  the  whole 
or  a  part  of  the  transferor’s  own  stock 
(not  acquired  on  the  transfer) ; 

(2)  A  payment  in  complete  or  partial 
retirement  or  cancellation  of  securities 
representing  indebtedness  of  the  trans¬ 
feror  or  a  complete  or  partial  retirement 
or  cancellation  of  such  securities  which 
is  a  part  of  the  consideration  for  the 
transfer;  and 

(3)  If,  on  the  transfer,  a  liability  of 
the  transferor  is  assumed,  or  property 
of  the  transferor  is  transferred  subject 
to  a  liability,  the  amount  of  such  liability. 

.  (f)  Recognition  of  gain  in  part;  in¬ 
ability  to  reduce  basis.  If  the  transac¬ 
tion  would  be  within  the  provisions  of 
paragraph  (b)  or  (c)  of  this  section, 
if  it  were  not  for  the  fact  that  an  amount 
of  gain  cannot  be  applied  in  reduction 
of  basis  under  section  1082  (a)  (2) ,  then 
the  gain,  if  any,  is  recognized,  but  in 
an  amount  not  in  excess  of  the  amount 
which  cannot  be  so  applied  in  reduction 
of  basis.  If  the  transaction  would  be 
within  the  provisions  of  paragraph  (d) 
of  this  section,  if  it  were  not  for  the  fact 
that  an  amount  of  gain  cannot  be  applied 
in  reduction  of  basis  under  section  1082 

(a)  (2),  then  the  gain,  if  tiny,  is  recog¬ 
nized,  but  in  an  amount  not  in  excess 
of  the  aggregate  of — 

(1)  The  amount  of  gain  which  would 
be  recognized  under  paragraph  (d)  of 
this  section  if  there  were  no  inability  to 
reduce  basis  under  section  1082  (a)'  (2) ; 
and  , 

(2)  The  amount  of  gain  which  cannot 
-be  applied  in  reduction  of  basis  under 

section  1082  (a)  (2) . 

(g)  Consent  to  regulations  under  sec¬ 
tion  1082  (a)  (2).  To  be  entitled  to  the 
benefits  of  the  provisions  of  section  1081 

(b)  ,  a  corporation  must  file  with  its  re¬ 
turn  for  the  taxable  year  in  which  the 
transfer  occurs  a  consent  to  have  the 
basis  of  its  property  adjusted  under  sec¬ 
tion  1082  (a)  (2)  (see  §  1.1082-3),  in 
accordance  with  the  provisions  of  the 
regulations  in  effect  at  the  time  of  filing 
of  the  return  for  the  taxable  year  in 
which  the  transfer  occurs.  Such  consent 
shall  be  made  in  duplicate  on  Form  982A 
in  accordance  with  these  regulations  and 
instructions  on  the  form  or  issued  there¬ 
with. 

(h)  Requirements  with  respect  to  ex¬ 
penditure  or  investment.  If  the  full 
amount  of  the  expenditure  or  investment 
required  for  the  application  of  paragraph 

(c)  of  this  section  has  not  been  made 
by  the  close  of  the  taxable  year  in  which 
such  transfer  occurred,  the  taxpayer 
shall  file  with  the  return  for  such  year 
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an  application  for  the  benefit  of  the  24- 
month  period  for  expenditure  and  invest¬ 
ment,  reciting  the  nature  and  time  of  the 
proposed  expenditure  or  investment. 
When  requested  by  the  district  director 
of  internal  revenue,  the  taxpayer  shall 
execute  and  file  (at  such  time  and  in  such 
form)  such  waiver  of  the  statute  of  limi¬ 
tations  with  respect  to  the  assessment 
of  deficiencies  (for  the  taxable  year  of 
the  transfer  and  for  all  succeeding  tax¬ 
able  years  in  any  of  which  falls  any  part 
of  the  period  beginning  with  the  date 
of  the  transfer  and  ending  24  months 
thereafter)  as  the  district  director  may 
specify,  and  such  bond  with  such  surety 
as  the  district  director  may  require,  in 
an  amount  not  in  excess  of  double  the 
estimated  maximum  income  tax  which 
would  be  payable  if  the  corporation  does 
not  make  the  required  expenditure  or 
investment  within  the  required  24- 
month  period. 

§  1.1081-5  Distribution  solely  of  stock 
or  securities — (a)  In  general.  If,  without 
any  surrender  of  his  stock  or  securities 
as  defined  in  section  1083  (f),  a  share¬ 
holder  in  a  corporation  which  is  a  reg¬ 
istered  holding  company  or  a  majority- 
owned  subsidiary  company  receives  stock 
or  securities  in  such  corporation  or 
owned  by  such  corporation,  no  gain  to 
the  shareholder  will  be  recognized  with 
respect  to  the  stock  or  securities  received 
by  such  shareholder  which  do  not  con¬ 
stitute  nonexempt  property,  if  the  dis¬ 
tribution  to  such  shareholder  is  made 
by  the  distributing  corporation  in  obedi¬ 
ence  to  an  order  of  the  Securities  and 
Exchange  Commission  directed  to  such 
corporation.  A  distribution  is  not  within 
the  provisions  of  section  1081  (c)  (1)  if  it 
is  within  the  provisions  of  section  1081 
(d) ,  relating  to  transfers  within  a  system 
group.  A  distribution  is  also  not  within 
the  provisions  of  section  1081  (c)  (1)  if  it 
involves  a  surrender  by  the  shareholder 
of  stock  or  securities  or  a  transfer  by 
the  shareholder  of  property  in  exchange 
for  the  stock  or  securities  received  by  the 
shareholder.  For  further  limitations, 
see  section  1081  (f). 

(b)  Special  rule.  (1)  If  there  is  dis¬ 
tributed  to  a  shareholder  in  a  corpora¬ 
tion  rights  to  acquire  common  stock  in 
a  second  corporation,  no  gain  to  the 
shareholder  from  the  receipt  of  the 
rights  shall  be  recognized,  but  only  if 
all  the  following  requirements  are  met: 

(1)  The  rights  are  received  by  the 
shareholder  without  the  surrender  by 
the  shareholder  of  any  stock  in  the  dis¬ 
tributing  corporation, 

(ii)  Such  distribution  is  in  accord - 
,  ance  with  an  arrangement  forming  a 

ground  for  an  order  of  the  Securities 
and  Exchange  Commission  issued  pur¬ 
suant  to  section  3  of  the  Public  Utility 
Holding  Company  Act  of  1935  (15  U.  S.  C. 
79c)  that  the  distributing  corporation 
is  exempt  from  any  provision  or  pro¬ 
visions  of  such  Act,  and 

(iii)  Before  January  1,  1958,  the  dis¬ 
tributing  corporation  disposes  of  all  the 
common  stock  in  the  second  corporation 
which  it  owns. 

( 2 )  The  distributing  corporation  shall, 
as  soon  as  practicable,  notify  the  dis¬ 
trict  director  of  internal  revenue  in 
whose  district  the  corporation’s  income 


tax  return  and  supporting  data  was  filed 
(see  §  1.1081-11  (g)),  as  to  whether  or 
not  requirement  (iii)  of  paragraph  (b) 
(1)  above  has  been  met.  If  such  re¬ 
quirement  has  not  been  met,  the  periods 
of  limitation  (sections  6501  and  6502) 
with  respect  to  any  deficiency,  including 
interest  and  additions  to  the  tax,  result¬ 
ing  solely  from  the  receipt  of  such  rights, 
to  acquire  stock,  shall  include  one  year 
immediately  following  the  date  of  such 
notification;  and  assessment  and  collec¬ 
tion  shall  be  made  notwithstanding  any 
provisions  of  law  or  rule  of  law  which 
would  otherwise  prevent  such  assessment 
and  collection. 

§  1.1081-6  Transfers  within  system 
group,  (a)  The  nonrecognition  of  gain 
or  loss  provided  for  in  section  1081  (d) 
(1)  is  applicable  to  an  exchange  of  prop¬ 
erty  for  other  property  (including  money 
and  other  nonexempt  property)  be¬ 
tween  corporations  which  are  all  mem¬ 
bers  of  the  same  system  group.  The 
term  “system  group’’  is  defined  in  section 
1083  (d). 

(b)  Section  1081  (d)  (1)  also  provides 
for  nonrecognition  of  gain  to  a  corpora¬ 
tion  which  is  a  member  of  a  system  group 
if  property  (including  money  or  other 
nonexempt  property)  is  distributed  to 
such  corporation  as  a  shareholder  in  a 
corporation  which  is  a  member  of  the 
same  system  group,  without  the  sur¬ 
render  by  such  shareholder  of  stock  or 
securities  in  the  distributing  corpora¬ 
tion. 

(c)  As  stated  in  §  1.1081-2,  nonrecog¬ 
nition  of  gain  or  loss  will  not  be  accorded 
to  a  transaction  not  clearly  provided  for 
in  sections  1081  to  1083,  inclusive,  even 
though  such  transaction  occurs  simul¬ 
taneously  or  in  connection  wiht  an  ex¬ 
change,  sale,  or  distribution  to  which 
nonrecognition  is  specifically  accorded. 
Therefore,  nonrecognition  will  not  be 
accorded  to  any  gain  or  loss  realized 
from  the  discharge,  or  the  removal  of 
the  burden,  of  the  pecuniary  obligations 
of  a  member  of  a  system  group,  even 
tthough  such  obligations  are  acquired 
upon  a  transfer  or  distribution  specifi¬ 
cally  described  in  section  1081  (d)  (1); 
but  the  fact  that  the  acquisition  of  such 
obligations  was  upon  a  transfer  or  dis¬ 
tribution  specifically  described  in  section 
1081  (d)  (1)  will,  because  of  the  basis 
provisions  of  section  1082  (d),  affect  the 
cost  to  the  member  of  such  discharge  or 
its  equivalent.  Thus,  section  1081  (d) 
(1)  does  not  provide  for  the  nonrecogni¬ 
tion  of  any  gain  or  loss  realized  from 
the  discharge  of  the  indebtedness  of.  a 
member  of  a  system  group  as  the  result 
of  the  acquisition  in  exchange,  sale,  or 
distribution  of  its  own  bonds,  notes,  or 
other  evidences  of  indebtedness  which 
were  acquired  by  another  member  of  the 
same  system  group  for  a  consideration 
less  or  more  than  the  issuing  price 
thereof  (with  proper  adjustments  for 
amortization  of  premiums  or  discounts) , 

(d)  The  provisions  of  paragraph  (c) 
of  this  section  may  be  illustrated  by  the 
following  example: 

Example.  Suppose  that  the  A  Corporation 
and  the  B  Corporation  are  both  members  of 
the  same  system  group;  that  the  A  Corpora¬ 
tion  hoids  at  a  cost  of  $900  a  bond  issued  by 
the  B  Corporation  at  par,  $1,000;  and  that 


the  A  Corporation  and  the  B  Corporation 
enter  into  an  exchange  subject  to  the  pro¬ 
visions  of  section  1081  (d)  (1)  in  which  the 
$1,000  bond  of  the  B  Corporation  is  trans¬ 
ferred  from  the  A  Corporation  to  the  B  Cor¬ 
poration.  The  $900  basis  reflecting  the  cost 
to  the  A  Corporation  which  would  have  been 
the  basis  available  to  the  B  Corporation  if  the 
property  transferred  to  it  had  been  some¬ 
thing  other  than  its  own  securities  (see 
§  1.1082-6)  will,  in  this  type  of  transaction, 
reflect  the  cost  to  the  B  Corporation  of  effect¬ 
ing  a  retirement  of  its  own  $1,000  bond.  The 
$100  gain  of  the  B  Corporation  reflected  in 
the  retlrfement  will  therefore  be  recognized. 

(e)  No  exchange  or  distribution  may 
be  made  without  the  recognition  of  gain 
or  loss  as  provided  for  in  section  1081 
(d)  (1),  imless  all  the  corporations 

which  are  parties  to  such  exchange  or 
distribution  are  acting  in  obedience  to  an 
order  of  the  Securities  and  Exchange 
Commission.  If  an  exchange  or  dis¬ 
tribution  is  within  the  provisions  of  sec¬ 
tion  1081  (b)  (1)  and  also  may  be 
considered  to  be  within  some  other  pro¬ 
visions  of  section-  1081,  it  shall  be 
considered  that  only  the*  provisions  of 
section  1081  (d)  (1)  apply  and  that  the 
nonrecognition  of  gain  or  loss  upon  such 
exchange  or  distribution  is  by  virtue  of 
that  section. 

§  1.1081-7  Sale  of  stock  or  securities 
received  upon  exchange  by  members  of 
system  group,  (a)  Section  1081  (d)  (2) 
provides  that  to  the  extent  that  prop¬ 
erty  received  upon  an  exchange  by  cor¬ 
porations  which  are  members  of  the  same 
system  group  consists  of  stock  or  securi¬ 
ties  issued  by  the  corporation  from  which 
such  property  was  received,  such  stock 
or  securities  may,  under  certain  specifi¬ 
cally  described  circumstances,  be  sold 
to  a  party  not  a  member  of  the  system 
group,  without  the  recognition  of  gain 
or  loss  to  the  selling  corporation.  The 
nonrecognition  of  gain  or  loss  is  limited, 
in  the  case  of  stock,  to  a  sale  of  stock 
which  is  preferred  as  to  both  dividends 
and  assets.  The  stock  or  securities  must 
have  been  received-  upon  an  exchange 
with  respect  to  which  section  1081  (d) 
(1)  operated  to  prevent  recognition  of 
gain  or  loss  to  any  party  to  the  exchange. 
Nonrecognition  of  gain  or  loss  upon  the 
sale  of  such  stock  or  securities  is  per¬ 
mitted  only  if  the  proceeds  derived  from 
the  sale  are  applied  in  retirement  or 
cancellation  of  stock  or  securities  of  the 
selling  corporation  which  were  outstand¬ 
ing  at  the  time  the  exchange  was  made. 
It  is  also  essential  to  nonrecognition  of 
gain  or  loss  upon  the  sale  that  both  the 
sale  of  the  stock  or  securities  and  the 
application  of  the  proceeds  derived 
therefrom  be  made  in  obedience  to  an 
order  of  the  Securities  and  Exchange 
Commission.  If  any  part  of  the  pro¬ 
ceeds  derived  from  the  sale  is  not  ap¬ 
plied  in  making -the  required  retirement 
or  cancellation  of  stock  or  securities  and 
if  the  sale  is  otherwise  within  the  pro¬ 
visions  of  section  1081  (d)  (2) ,  the  gain 
resulting  from  the  sale  shall  be  recog¬ 
nized,  but  in  an  amount  not  in  excess  of 
the  proceeds  which  are  not  so  applied. 
In  any  event,  if  the  proceeds  derived 
from  the  sale  of  the  stock  or  securities 
exceed  the  fair  market  value  of  such 
stock  or  securities  at  the  time  of  the 
exchange  through  which  they  were  ac- 


8824 


PROPOSED  RULE  MAKING 


quired  by  the  selling  corporation,  the 
gain  resulting  from  the  sale  is  to  be 
recognized  to  the  extent  of  such  excess. 
Section  1081  (d)  (2)  does  not  provide 
for  the  nonrecognition  of  any  gain  re¬ 
sulting  from  the  retirement-  of  bonds, 
notes,  or  other  evidences  of  indebtedness 
for  a  consideration  less  than  the  issuing 
price  thereof.  Also,  that  section  does 
not  provide  for  the  nonrecognition  of 
gain  or  loss  upon  the  sale  of  any  stock 
or  securities  received  upon  a  distribution 
or  otherwise  than  upon  an  exchange. 

(b)  The  fipplication  of  paragraph  (a) 
of  this  section  may  be  illustrated  by  the 
following  example: 

Example.  The  X  Corporation  and  the  Y 
Corporation,  both  of  which  make  their  in¬ 
come  tax  returns  on  a  calendar  year  basis, 
are  members  of  the  same  system  group.  As 
part  of  an  exchange  to  which  section  1081 
(d)  (1)  is  appMcable  the  Y  Corporation  on 
June  1,  1954,  issued  to  the  X  Corporation 
1,000  shares  of  class  A  stock,  preferred  as  to 
both  dividends  and  assets.  The  fair  market 
value  of  such  stock  at  the  time  of  issuance 
was  $90,000  and  its  basis  to  the  X  Corpora¬ 
tion  was  $75,000.  On  December  1.  1954,  in 
obedience  to  an  appropriate  order  of  the 
Secwities  and  Exchange  Commission,  the  X 
Corporation  sells  all  of  such  stock  to  the 
public  for  $100,000  and  applies  $95,000  of  this 
amount  to  the  retirement  of  its  own  bonds, 
which  are  outstanding  on  June  1.  1954.  The 
remaining  $5,000  is  not  used  to  retire  any 
of  the  X  Corporation’s  stock  or  securities. 
Of  the  total  gain  of  $25,000  realized  on  the 
disposition  of  the  Y  Corporation  stock,  only 
$10,000  is  recognized  (the  difference  between 
the  fair  market  value  of  the  stock  when 
acquired  and  the  amount  for  which  it  was 
sold),  since  such  amount  is  greater  than  the 
portion  ($5,000)  of  the  proceeds  not  applied 
to  the  retirement  of  the  X  Corporation’s 
stock  or  securities.  If  in  this  example  the 
stock  acquired  by  the  X  Corporation  had  not 
been  stock  of  the  Y  Corporation  issued  to 
the  X  Corporation  or  if  it  had  been  stock 
not  preferred  as  to  both  dividends  and  as.sets, 
the  full  amount  of  the  gain  ($25,000)  realized 
upon  its  disposition  would  have  been  recog¬ 
nized,  regardless  of  what  was  done  with  the 
proceeds. 

§  1.1081-8  Exchanges  in  which  money 
or  other  nonexempt  property  is  received. 
(a)  Under  section  1081  (e)  (1),  if  in  any 
exchange  (not  within  any  of  the  pro¬ 
visions  of  section  1081  (d)  in  which  stock 
or  securities  in  a  corporation  which  is 
a  registered  holding  company  or  a  ma¬ 
jority-owned  subsidiary  are  exchanged 
for  stock  or  securities  as  provided  for  in 
section  1081  (a) ,  there  is  received  by  the 
taxpayer  money  or  other  nonexempt 
property  (in  addition  to  property  per¬ 
mitted  to  be  received  without  recognition 
of  gain) ,  then — 

(1)  The  gain,  if  any,  to  the  taxpayer 
is  to  be  recognized  in  an  amount  not  in 
excess  of  the  sum  of  the  money  and  the 
fair  market  value  of  the  other  nonexempt 
property,  but 

(2)  The  loss,  if  any,  to  the  taxpayer 
from  such  an  exchange  is  not  to  be  rec¬ 
ognized  to  any  extent.’ 

(b)  If  money  or  other  nonexempt 
property  is  received  from  a  corporation 
in  an  exchange  described  in  paragraph 
(a)  of  this  section  and  if  the  distribution 
of  such  money  or  other  nonexempt 
property  by  or  on  behalf  of  such  corpora¬ 
tion  has  the  effect  of  the  distribution  of 
a  taxable  dividend,  then,  as  provided  in 
section  1081  (e)  (2)  ,  there  shall  be  taxed 


to  each  distributee  (1)  as  a  dividend, 
such  an  amount  of  the  gain  recognized 
on  the  exchange  as  is  not  in  excess  of 
the  distributee’s  ratable  share  of  the  im- 
distributed  earnings  and  profits  of  the 
corporation  accumulated  after  February 
28,  1913,  and  (2)  the  remainder  of  the 
gain  so  recognized  shall  be  taxed  as  a 
gain  from  the  exchange  of  property* 

§  1.1081-9  Requirements  with  respect 
to  order  of  Securities  and  Exchange 
Commission.  The  term  “order  of  the 
Securities  and  Exchange  Commission’’  is 
defined  in  section  1083  (a).  In  addition 
to  the  requirements  specified  in  that 
definition,  section  1081  (f )  provides  that, 
except  in  the  case  of  a  distribution  de¬ 
scribed  in  section  1081  (c)  (2) ,  the  pro¬ 
visions  of  section  1081  shall  not  apply  to 
an  exchange,  expenditure,  investment, 
distribution,  or  sale  unless  each  of  the 
following  requirements  is  met: 

(a)  The  order  of  the  Securities  and 
Exchange  Commission  must  recite  that 
the  exchange,  expenditure,  investment, 
distribution,  or  sale  is  necessary  or  ap¬ 
propriate  to  effectuate  the  provisions  of 
section  11  (b)  of  the  Public  Utility  Hold¬ 
ing  Company  Act  of  1935  (15  U.  S.  C.  79k 
(b)). 

(b)  The  order  shall  specify  and  item¬ 
ize  the  stocks  and  securities  and  .other 
property  (including  money)  which  are 
ordered  to  be  acquired,  transferred,  re¬ 
ceived,  or  sbld  upon  such  exchange,  ac¬ 
quisition,  expenditure,  distribution,  or 
sale  and,  in  the  case  of  an  investment, 
the  investment  to  be  made,  so  as  clearly 
to  identify  such  property. 

(c)  The  exchange,  acquisition,  ex¬ 
penditure,  investment,  distribution,  or 
sale  shall  be  made  in  obedience  to  such 
order  and  shall  be  completed  within  the 
time  prescribed  in  such  order. 

These  requirements  were  not  designed 
merely  to  simplify  the  administration  of 
the  provisions  of  section  1081,  and  they 
are  not  to  be  considered  as  pertaining 
only  to  administrative  matters.  Each 
one  of  the  three  requirements  is  essen¬ 
tial  and  must  be  met  if  gain  or  loss  is 
not  to  be  recognized  from  the  trans¬ 
action. 

§  1.1081-10  Nonapplication  of  other 
provisions  of  the  Internal  Revenue  Code 
of  1954.  The  effect  of  section  1081  (g) 
is  that  an  exchange,  sale,  or  distribution 
which  is  within  section  1081  shall,  with 
respect  to  the  nonrecognition  of  gain  or 
loss  and  the  determination  of  basis,  be 
governed  only  by  sections  1081  to  1083, 
inclusive,  the  purpose  being  to  prevent 
overlapping  of  the  provisions  of  such  sec¬ 
tions  and  other  provisions  of  subtitle  A. 
In  other  words,  if  by  virtue  of  section 
1081  any  portion  of  a  person’s  gain  or  loss 
on  any  particular  exchange,  sale,  or  dis¬ 
tribution  is  not  to  be  recognized,  then  the 
gain  or  loss  of  such  person  shall  be  non- 
recognized  only  to  the  extent  provided  in 
section  1081,  regardless  of  what  the  re¬ 
sult  might  have  been  if  sections  1081  to 
1083,  inclusive,  had  not  been  enacted; 
and  similarly,  the  basis  in  the  hands  of 
such  person  of  the  property  received  by 
him  in  such  transaction  shall  be  the  basis 
provided  by  section  1082,  regardless  of 
what  the  basis  of  such  property  might 
have  been  under  section  1011  if  sections 


1081  to  1083,  inclusive,  had  not  been 
enacted.  On  the  other  hand,  if  section 
1081  does  not  provide  for  the  nonrecog¬ 
nition  of  any  portion  of  a  person’s  gain  or 
loss  (whether  or  not  such  person  is 
another  party  to  the  same  transaction 
referred  to  above),  then  the  gain  or  loss 
of  such  person  shall  be  recognized  or 
nonrecognized  to  the  extent  provided  for 
by  other  provisions  of  subtitle  A  as  if  sec¬ 
tions  1081  to  1083,  inclusive,  had  not 
been  enacted ;  and  similarly,  the  basis  in 
his  hands  of  the  property  received  by 
him  in  such  transaction  shall  be  the  basis 
provided  by  other  provisions  of  subtitle 
A  as  if  sections  1081  to  1083,  inclusive, 
had  not  been  enacted. 

§  1.1081-11  Records  to  be  kept  and 
information  to  be  filed  with  returns — (a) 
Exchanges:  holders  of  stock  or  securities. 
Every  holder  of  stock  or  securities  who 
receives  stock  or  securities  and  other 
property  (including  money)  upon  an  ex¬ 
change  shall,  if  the  exchange  is  made 
with  a  corporation  acting  in  obedience  to 
an  order  of  the  Securities  and  Exchange 
Commission,  file  as  a  part  of  his  income 
tax  return  for  the  taxable  year  in  which 
the  exchange  takes  place  a  complete 
statement  of  all  facts  pertinent  to  the 
nonrecognition  of  gain  or  loss  upon  such 
exchange,  including — 

(1)  A  clear  description  of  the  stock  or  . 
securities  transferred  in  the  exchange, 
together  with  a  statement  of  the  cost 
or  other  basis  of  such  stock  or  securities. 

(2)  The  name  and  address  of  the  cor¬ 
poration  from  which  the  stock  or  securi¬ 
ties  were  received  in  the  exchange. 

(3)  A  statement  of  the  amount  of 
stock  or  securities  and  other  property 
(including  money)  received  from  the  ex¬ 
change.  The  amount  of  each  kind  of 
stock  or  securities  and  other  property 
received  shall  be  set  forth  upon  the  basis 
of  the  fair  market  value  thereof  at  the 
date  of  the  exchange. 

(b)  Exchanges:  corporations  subject 
to  S.  E.  C.  orders.  Each  corporation 
which  is  a  party  to  an  exchange  made  in 
obedience  to  an  order  of  the  Securities 
and  Exchange  Commission  directed  to 
such  corporation  shall  file  as  a  part  of 
its  income  tax  return  for  its  taxable  year 
in^  which  the  exchange  takes  place  a 
complete  statement  of  all  facts  pertinent 
to  the  nonrecognition  of  gain  or  loss 
upon  such  exchange,  including — 

(1)  A  copy  of  the  order  of  the  Securi¬ 
ties  and  Exchange  Commission  directed 
to  such  corporation,  in  obedience  to 
which  the  exchange  was  made. 

(2)  A  certified  copy  of  the  corporate 
resolution  authorizing  the  exchange. 

(3)  A  clear  description  of  all  property, 
including  all  stock  or  securities,  trans¬ 
ferred  in  the  exchange,  together  with 
a  complete  statement  of  the  cost  or  other 
basis  of  each  class  of  property. 

(4)  'The  date  of  acquisition  of  any 
stock  or  securities  transferred  in  the  ex¬ 
change,  and,  if  any  of  such  stock  or 
securities  were  acquired  by  the  coi'pora- 
tion  in  obedience  to  an  order  of  the  Se¬ 
curities  and  Exchange  Commission,  a 
copy  of  such  order. 

(5)  'The  name  and  address  of  all  per¬ 
sons  to  whom  any  property  was  trans¬ 
ferred  in  the  exchange. 
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(6)  If  any  property  transferred  in  the 
exchange  was  transferred  to  another 
corporation,  a  copy  of  any  order  of  the 
Securities  and  Exchange  Commission  di¬ 
rected  to  the  other  corporation,  in 
obedience  to  which  the  exchange  was 
made  by  such  other  corporation. 

(7)  If  the  corporation  transfers  any 
nonexempt  property,  the  amount  of  the 
undistributed  earnings  and  profits  of  the 
corporation  accumulated  after  February 
28,  1913,  to  the  time  of  the  exchange. 

(8)  A  statement  of  the  amount  of 
stock  or  securities  and  other  property 
(including  money)  received  upon  the  ex¬ 
change,  including  a  statement  of  all  dis¬ 
tributions  or  other  dispositions  made 
thereof.  The  amount  of  each  kind  of 
stock  or  securities  and  other  property 
received  shall  be  stated  on  the  basis  of 
the  fair  market  value  value  thereof  at 
the  date  of  the  exchange. 

(9)  A  statement  showing  as  to  each 
class  of  its  stock  the  number  of  shares 
and  percentage  owned  by  any  other  cor¬ 
poration,  the  voting  rights  and  voting 
power,  and  the  preference  (if  any)  as  to 
both  dividends  and  assets. 

(10)  The  term  "exchange”  shall, 
wherever  occurring  in  this  paragraph, 
be  read  as  “exchange,  expenditure,  or 
investment”. 

(c)  Distributions;  shareholders.  Each 
shareholder  who  receives  stock  or  securi¬ 
ties  or  other  property  (including  money) 
upon  a  distribution  made  by  a  corpora¬ 
tion  in  obedience  to  an  order  of  the  Se¬ 
curities  and  Exchange  Commission  shall 
file  as  a  part  of  his  income  tax  return  for 
the  taxable  year  in  which  such  distribu¬ 
tion  is  received  a  complete  statement  of 
all  facts  pertinent  to  the  nonrecognition 
of  gain  upon  such  distribution,  includ¬ 
ing — 

(1)  The  name  and  address  of  the  cor¬ 
poration  from  which  the  distribution  is 
received. 

(2)  A  statement  of  the  amount  of 
stock  or  securities  or  other  property  re¬ 
ceived  upon  the  distribution,  including 
(in  case  the  shareholder  is  a  corpora¬ 
tion)  a  statement  of  all  distributions  or 
other  disposition  made  of  such  stock  or 
securities  or  other  property  by  the  share¬ 
holder.  The  amount  of  each  class  of 
stock  or  securities  and  each  kind  of 
property  shall  be  stated  on  the  basis  of 
the  fair  market  value  thereof  at  the  date 
of  the  distribution. 

(3)  If  the  shareholder  is  a  corpora¬ 
tion,  a  statement  showing  as  to  each 
class  of  its  stock  the  number  of  shares 
and  percentage  owned  by  a  registered 
holding  company  or  a  majority-owned 
subsidiary  company  of  a  registered 
holding  company,  the  voting  rights  and 
voting  power,  and  the  preference  (if 
any)  as  to  both  dividends  and  assets. 

(d)  Distributions;  distributing  corpo¬ 
rations  subject  to  S.  E.  C.  orders.  Every 
corporation  making  a  distribution  in 
obedience  to  an  order  of  the  Securities 
and  Exchange  Commission  shall  file  as 
a  part  of  its  income  tax  return  for  its 
taxable  year  in  which-  the  distribution 
is  made  a  complete  statement  of  all  facts 
pertinent  to  the  nonrecognition  of  gain 
to  the  distributee  upon  such  distribution 
including — 


(1)  A  copy  of  the  order  of  the  Securi¬ 
ties  and  Exchange  Commission,  in  obedi¬ 
ence  to  which  the  distribution  was  made. 

(2)  A  certified  copy  of  the  corporate 
resolution  authorizing  the  distribution. 

(3)  A  statement  of  the  amount  of 
stock  or  securities  or  other  property  (in¬ 
cluding  money)  distributed  to  each 
shareholder.  The  amount  of  each  kind 
of  stock  or  securities  or  other  property 
shall  be  stated  on  the  basis  of  the  fair 
market  value  thereof  at  the  date  of  the 
distribution. 

(4)  The  date  of  acquisition  of  the  stock 
or  securities  distributed,  and,  if  any  of 
such  stock  or  securities  were  acquired  by 
the  distributing  corporation  in  obedience 
to  an  order  of  the  Securities  and  Ex¬ 
change  Commission,  a  copy  of  such  order. 

(5)  The  amount  of  the  undistributed 
earnings  and  profits  of  the  corporation 
accumulated  after  February  28,  1913,  to 
the  time  of  the  distribution. 

(6)  A  statement  showing  as  to  each 
class  of  its  stock  the  number  of  shares 
and  percentage  owned  by  any  other  cor¬ 
poration,  the  voting  rights  and  voting 
power,  and  the  preference  (if  any)  as  to 
both  dividends  and  assets. 

(e)  Sales  by  members  of  system  groups. 
Each  corporation  which  is  a  member  of 
a  system  group  and  which  in  obedience 
to  an  order  of  the  Securities  and  Ex¬ 
change  Commission  sells  stock  or  securi¬ 
ties  received  upon  an  exchange  (made  in 
obedience  to  an  order  of  the  Securities 
and  Exchange  Commission)  and  applies 
the  proceeds  derived  therefrom  in  retire¬ 
ment  or  cancellation  of  its  own  stock  or 
securities  shall  file  as  a  part  of  its  income 
tax  return  for  the  taxable  year  in  which 
the  sale  is  made  a  complete  statement 
of  all  facts  pertaining  to  the  nonrecogni¬ 
tion  of  gain  or  loss  upon  such  sale,  in¬ 
cluding — 

(DA  copy  of  the  order  of  the  Securi¬ 
ties  and  Exchange  Commission  in 
obedience  to  which  the  sale  was  made. 

(2)  A  copy  of  the  order  of  the  Securi¬ 
ties  and  Exchange  Commission  in  obedi¬ 
ence  to  which  the  proceeds  derived  from 
the  sale  were  applied  in  whole  or  in  part 
in  the  retirement  or  cancellation  of  its 
stock  or  securities. 

(3)  A  certified  copy  of  the  corporate 
resolutions  authorizing  the  sale  of  the 
stock  or  securities  and  the  application  of 
the  proceeds  derived  therefrom. 

(4)  A  clear  description  of  the  stock 
or  securities  sold,  including  the  name 
and  address  of  the  corppration  by  which 
they  were  issued. 

(5)  The  date  of  acquisition  of  the 
stock  or  securities  sold,  together  with  a 
statement  of  the  fair  market  value  of 
such  stock  or  securities  at  the  date  of 
acquisition,  and  a  copy  of  all  orders  of 
the  Securities  and  Exchange  Commis¬ 
sion  in  obedience  to  which  such  stock  or 
securities  were  acquired. 

(6)  The  amount  of  the  proceeds  de¬ 
rived  from  such  sale. 

(7)  The  portion  of  the  proceeds  of 
such  sale  which  was  applied  in  retire¬ 
ment  or  cancellation  of  its  stock  or  se¬ 
curities,  together  with  a  statement 
showing  how  long  such  stock  or  securi¬ 
ties  were  outstanding  prior  to  retirement 
or  cancellation. 


(8)  The  issuing  price  of  its  stock  or 
securities  which  were  retired  or  can¬ 
celed. 

(f)  Section  1081  (c)  (2)  distributions; 
shareholders.  Each  shareholder  who  re¬ 
ceives  a  distribution  described  in  section 
1081  (c)  (2)  (concerning  rights  to  acquire 
common  stock)  shall  file  as  a  part  of  his 
income  tax  return  for  the  taxable  year 
in  which  such  distribution  is  received  a 
complete  statement  of  all  the  facts  per¬ 
tinent  to  the  nonrecognition  of  gain  upon 
such  distribution,  including — 

(1)  The  name  and  address  of  the  cor¬ 
poration  from  which  the  distribution  is 
received. 

(2)  A  statement  of  the  amount  of  the 
rights  received  upon  the  distribution, 
stated  on  the  basis  of  their  fair  market 
value  at  the  date  of  the  distribution. 

(g)  Section  1081  (c)  (2)  distribu¬ 
tions;  distributing  corporations.  Every 
corporation  making  a  distribution  de¬ 
scribed  in  section  1081  (c)  (2)  (concern¬ 
ing  rights  to  acquire  common  stock) 
shall  file  as  a  part  of  its  income  tax  re¬ 
turn  for  its  taxable  year  in  which  the 
distribution  is  made  a  complete  state¬ 
ment  of  all  facts  pertinent  to  the  non¬ 
recognition  of  gain  to  the  distributees 
upon  such  distribution  including — 

(1)  A  copy  of  the  arrangement  form¬ 
ing  the  basis  for  the  issuance  of  the 
order  by  the  Securities  and  Exchange 
Commission. 

(2)  A  copy  of  the  order  issued  by  the 
Securities  and  Exchange  Commission 
pursuant  to  section  3  of  the  Public 
Utility  Holding  Company  Acfof  1935. 

(3)  A  certified  copy  of  the  corporate 
resolution  authorizing  the  arrangement 
and  the  distribution. 

(4)  A  statement  of  the  amount  of  the 
rights  distributed  to  each  shareholder, 
stated  on  the  basis  of  their  fair  market 
value  at  the  date  of  the  distribution. 

(5)  The  date  of  acquisition  of  the 
stock  with  respect  to  which  such  rights 
are  distributed,  and,  if  any  were  ac¬ 
quired  by  the  distributing  corporation 
in  obedience  to  an  order  of  the  Securities 
and  Exchange  Commission,  a  copy  of 
such  order. 

(6)  The  amount  of  the  imdistributed 
earnings  and  profits  of  the  distributing 
corporation  accumulated  after  February 
28,  1913,  to  the  time  of  the  distribution. 

(h)  General  requirements.  Perma¬ 
nent  records  in  substantial  form  .shall  be 
kept  by  every  taxpayer  who  participates 
in  an  exchange  or  distribution  to  which 
sections  1081  to  1083,  inclusive,  are  appli¬ 
cable,  showing  the  cost  or  other  basis  of 
the  property  transferred  and  the  amount 
of  stock  or  securities  and  other  property 
(including  money)  received,  in  order  to 
facilitate  the  determination  of  gain  or 
loss  from  a  subsequent  disposition  of 
such  stock  or  securities  and  other  prop¬ 
erty  received  on  the  exchange  or  distri¬ 
bution. 

§  1.1082  Statutory  provisions;  basis 
of  property  acquired  in  exchanges  and 
distributions  made  in  obedience  to  orders 
of  the  Securities  and  Exchange  Commis¬ 
sion. 

Sec.  1082.  Basis  for  determining  gain  or 
loss — (a)  Exchanges  generally — (1)  Ex¬ 
changes  subject  to  the  provisions  of  section 
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1081  (a)  or  (e).  If  the  property  was  ac¬ 
quired  on  an  exchange  subject  to  the  provl- 
Bons  of  section  1081  (a)  or  (e),  or  the  corre¬ 
sponding  provisions  of  prior  Internal  revenue 
laws,  the  basis  shall  be  the  same  as  in  the 
case  of  the  property  exchanged,  decreased  in 
the  amount  of  any  money  received  by  the 
taxpayer,  and  increased  in  the  an\ount  of 
gain  or  decreased  in  the  amount  of  loss  to 
the  taxpayer  that  was  recognized  on  such 
exchange  under  the  law  applicable  to  the 
year  in  which  the  exchange  was  made.  If 
the  property  so  acquired  consisted  in  part  of 
the  type  of  property  permitted  by  section 
1081  (a)  to  be  received  without  the  recog¬ 
nition  of  gain  or  loss,  and  in  part  of  nonex¬ 
empt  property,  the  basis  provided  in  this 
subsection  shall  be  allocated  between  the 
properties  (other  than  money)  received,  and 
for  the  puipoee  of  the  allocation  there  shall 
be  assigned  to  such  nonexempt  property 
(other  than  money)  an  amount  equivalent 
to  its  fair  market  value  at  the  date  of  the. 
exchange.  This  subsection  shall  not  apply 
to  property  acquired  by  a  corporation  by  the  ' 
issuance  of  its  stock  or  securities  as  the  con¬ 
sideration  in  whole  or  in  psurt  for  the  transfer 
of  the  property  to  it. 

(2)  Exchanges  subject  to  the  provisions  of 
section  1081  (b).  The  gain  not  recognized 
on  a  transfer  by  reason  of  section  1081  (b) 
or  the  corresponding  provisions  of  prior  in¬ 
ternal  revenue  laws  shall  be  applied  to  reduce 
the  bfusis  for  determining  gain  or  loss  on  sale 
or  exchange  of  the  following  categories  of 
property  in  the  hands  of  the  transferor  im¬ 
mediately  after  the  transfer,  and  property 
acquired  within  24  months  after  such  trans¬ 
fer  by  an  expenditure  or  Investment  to  which 
section  1081  (b)  relates  on  account  of  the 
acquisition  of  which  gain  is  not  recognized 
under  such  subsection,  in  the  following 
order: 

(A)  Property  of  a  character  subject  to  the 
allowance  for  depreciation  under  section  167; 

(B)  Property  (not  described  in  subpara¬ 
graph  (A) )  with  respect  to  which  a  deduction 
for  amortization  is  allowable  under  section 
168  or  169; 

(C)  Property  with  .respect  to  which  a  de¬ 
duction  for  depletion  is  allowable  _under 
section  611  but  not  allowable  under  sec¬ 
tion  613; 

(D)  Stock  and  securities  of  corporations 
not  members  of  the  system  group  of  which 
the  transferor  is  a  member  (other  than 
stock  or  securities  of  a  corporation  of  which 
the  transferor  is  a  subsidiary) ; 

(E)  Securities  (other  than  stock)  of  cor¬ 
porations  which  are  members  of  the  system 
group  of  which  the  transferor  is  a  member 
(other  than  securities  of  the  transferor  or 
of  a  corporation  of  which  the  transferor 
is  a  subsidiary) ; 

(P)  Stock  of  corporations  which  are  mem¬ 
bers  of  the  system  group  of  which  the  trans¬ 
feror  is  a  member  (other  than  stock  of  the 
transferor  or  of  a  corporation  of  which  the 
transferor  is  a  subsidiary) ; 

(G)  All  other  remaining  property  of  the 
transferor  (other  than  stock  or  securities 
of  the  transferor  or  of  a  corporation  of  which 
the  transferor  is  a  subsidiary). 

The  manner  and  amount  of  the  reduction 
to  be  applied  to  particular  property  within 
any  of  the  categories  described  in  subpara¬ 
graphs  (A)  to  (O) ,  inclusive,  shall  be  deter¬ 
mined  under  regulations  prescribed  by  the 
Secretary  or  his  delegate. 

(3)  Basis  in  case  of  pre-1942  acquisition. 
Notwithstanding  the  provisions  of  paragraph 
(1)  or  (2),  if  the  property  was  acquired  in 
a  taxable  year  beginning  before  January  1, 
1942,  in  any  manner  described  in  section  372 
of  the  Internal  Revenue  Code’  of  1939  before 
its  amendment  by  the  Revenue  Act  of  1942, 
the  basis  shall  be  that  prescribed  in  such 
section  (before  Its  amendment  by  such  Act) 
with  respect  to  such  property. 
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(b)  Transfers  to  corporations.  If,  in  con¬ 
nection  with  a  transfer  subject  to  the  pro¬ 
visions  of  section  1081  (a),  (b),  or  (e)  or  the 
corresponding  provisions  of  prior  internal 
revenue  laws,  the  property  was  acquired  by 
a  corporation,  either  as  paid-in  ewplus  or  as 
a  contribution  to  capital,  or  in  consideration 
for  stock  or  securities  issued  by  the  corpora¬ 
tion  receiving  the  property  (including  gases 
where  part  of  the  consideration  for  the  trans¬ 
fer  of  such  property  to  the  corporation  con¬ 
sisted  of  property  or  money  in  addition  to 
such  stock  or  securities),  then  the  basis 
shall  be  the  same  as  it  would  be  in  the  hands 
of  the  transferor,  increased  in  the  amount  of 
gain  or  decreased  in  the  amount  of  loss 
recognized  to  the  transferor  on  such  transfer 
under  the  law  applicable  to  the  year  in  which 
the  transfer  was  made. 

(c)  Distributions  of  stock  or  securities.  If 
the  stock  or  securities  were  received  in  a  dis¬ 
tribution  subject  to  the  provisions  of  section 

1081  (c)  or  the  corresponding  provisions  of 
prior  Internal  revenue  laws,  then  the  basis  in 
the  case  of  the  stock  in  respect  of  which 
the  distribution  was  made  shall  be  appor¬ 
tioned,  under  regulations  prescribed  by  the 
Secretary  or  his  delegate,  between  such  stock 
and  the  stock  or  securities  distributed. 

(d)  Transfers  within  system  group.  If  the 
property  was  acquired  by  a  corporation  which 
Is  a  member  of  a  system  group  on  a  transfer 
or  distribution  described  in  section  1081  (d) 

(1) ,  then  the  basis  shall  be  the  same  as  it 
would  be  in  the  hands  of  the  transferor; 
except  that  if  such  property  is  stock  or 
securities  issued  by  the  corporation  from 
which  such  stock  or  securities  were  received 
and  they  were  issued — 

(1)  As  t{ie  sole  consideration  for  the 
property  transferred  to  such  corporation, 
then  the  basis  of  such  stock  or  securities 
shall  be  either — 

(A)  The  same  as  in  the  case  of  the  property 
transferred  therefor,  or 

(B)  The  fair  market  value  of  such  stock 
or  securities  at  the  time  of  their  receipt, 
whichever  is  the  lower;  or 

(2)  As  part  consideration  for  the  property 
transferred  to  such  corporation,  then  the 
basis  of  such  stock  or  securities  shall  be 
either — 

(A)  An  amount  which  bears  the  same 
ratio  to  the  basis  of  the  property  transferred 
as  the  fair  market  value  of  such  stock  or 
securities  at  the  time  of  their  receipt  bears 
to  the  total  fair  market  value  of  the  entire 
consideration  received,  or 

(B)  The  fair  market  value  of  such  stock 
or  securities  at  the  time  of  their  receipt, 
whichever  is  the  lower. 

§  1.1082-1  Basis  for  determining  gain 
or  loss,  (a)  For  determining  the  basis 
of  property  acquired  in  a  taxable  year 
beginning  before  January  1,  1942,  in  any 
manner  described  in  section  372  of  the 
Internal  Revenue  Code  of  1939  prior  to 
its  amendment  by  the  Revenue  Act  of 
1942,  see  such  section  (before  its  amend¬ 
ment  by  such  Act). 

(b)  If  the  property  was  acquired  in  a 
taxable  year  beginning  after  December 
31,  1941,  in  any  manner  described  in  sec¬ 
tion  1082  (other  than  subsection  (a) 

(2) ),  or  section  372  (other  than  sub¬ 
section  (a)  (2) )  of  the  Internal  Revenue 
Code  of  1939  after  its  amendments,  the 
basis  shall  be  that  prescribed  in  section 

1082  with  respect  to  such  property. 
However,  in  the  case  of  property  ac¬ 
quired  in  a  transaction  described  in  sec¬ 
tion  1081  (c)  (2),  this  paragraph  is 
applicable  only  if  the  property  was 
acquired  in  a  distribution  made  in  a  tax¬ 
able  year  subject  to  the  Internal  Revenue 
Code  of  1954. 

(c)  Section  1082  makes  provisions 
with  respect  to  the  basis  of  property  ac¬ 


quired  in  a  transfer  in  connection  with 
which  the  recognition  of  gain  or  loss  is 
prohibited  by  the  provisions  of  section 
1081  with  respect  to  the  whole  or  any 
part  of  the  property  received.  In  gen¬ 
eral,  and  except  as  provided  in  §  1.1082-3, 
it  is  intended  that  the  basis  for  determin¬ 
ing  gain  or  loss  pertaining  to  the  property 
prior  to  its  transfer,  as  well  as  the  basis 
for  determining  the  amount  of  deprecia¬ 
tion  or  depletion  deductible  and  the 
amount  of  earnings  or  profits  avail- 
able  for -distribution,  shall  continue  not¬ 
withstanding  the  nontaxable  conversion 
of  the  asset  in  form  or  its  change  in 
ownership.  The  continuance  of  the 
basis  may  be  reflected  in  a  shift  thereof 
from  one  asset  to  another  in  the  hands 
of  the  same  owner,  or  in  its  transfer 
with  the  property  from  one  owner  into 
the  hands  of  another.  See  al^ 

§  1.1081-2. 

§  1.1082-2  Basis  of  property  acquired 
upon  exchanges  under  section  1081  (a) 
or  (e).  (a)  In  the  case  of  an  exchange 
of  stock  or  securities  for  stock  or  securi¬ 
ties  as  described  in  section  1081  (a),  if 
no  part  of  the  gain  or  loss  upon  such 
exchange  was  recognized  under  section 
1081,  the  basis  of  the  property  acquired 
is  the  same  as  the  basis  of  the  property 
transferred  by  the  taxpayer  with  proper 
adjustments  to  the  date  of  the  exchange. 

(b)  If,  in  an  exchange  of  stock  or  se¬ 
curities  as  described  in  section  1081  (a), 
gain  to  the  taxpayer  was  recognized  un¬ 
der  section  1081  (e)  on  account  of  the 
receipt  of  money,  the  basis  of  the  prop¬ 
erty  acquired  is  the  basis  of  the  property 
transferred  (adjusted  to  the  date  of  the 
exchange),  decreased  by  the  amount  of 
money  received  and  increased  by  the 
amount  of  gain  recognized  upon  the  ex¬ 
change.  If,  upon  such  exchange,  there 
were  received  by  the  taxpayer  money 
and  other  nonexempt  property  (not  per¬ 
mitted  to  be  received  without  the  recog¬ 
nition  of  gain) ,  and  gain  from  the  trans¬ 
action  was  recognized  under  section  1081 
(e),  the  basis  (adjusted  to  the  date  of 
the  exchange)  of  the  property  trans¬ 
ferred  by  the  taxpayer,  decreased  by  the 
amount  of  money  received  and  increased 
by  the  amount  of  gain  recognized,  must 
be  apportioned  to  and  is  the  basis  of  the 
properties  (other  than  money)  received . 
on  the  exchange.  For  the  purpose  of 
the  allocation  of  such  basis  to  the  prop¬ 
erties  received,  there  must  be  assigned 
to  the  nonexempt  property  (other  than 
money)  an  amount  equivalent  to  its  fair 
market  value  at  the  date  of  the  ex¬ 
change. 

(c)  Section  1081  (e)  provides  that  no 
loss  may  be  recognized  on  an  exchange 
of  stock  or  securities  for  stock  or  securi-. 
ties  as  described  in  section  1081  (a),  al¬ 
though  the  taxpayer  receives  money  or 
other  nonexempt  property  from  the 
transaction.  However,  the  basis  of  the 
property  (other  than  money)  received  by 
the  taxpayer  is  the  basis  (adjusted  to 
the  date  of  the  exchange)  of  the  prop¬ 
erty  transferred,  decreased  by  the 
amount  of  money  received.  This  basis 
must  be  apportioned  to  the  properties 
received,  and  for  this  purpose  there  must 
be  allocated  to  the  nonexempt  property 
(other  than  money)  an  amount  of  such 
basis  equivalent  to  the  fair  market  value 


Thursday,  December  1,  1955 


FEDERAL  REGISTER 


8827 


of  such  nonexempt  property  at  the  date 
of  the  exchange. 

(d)  Section  1082  (a)  does  not  apply 
in  ascertaining  the  basis  of  property 
acquired  by  a  corporation  by  the  is¬ 
suance  of  its  stock  or  securities  as  the 
consideration  in  whole  or  in  part  for  the 
transfer  of  the  property  to  it.  For  the 
rule  in  such  cases,  see  section  1082  (b) . 

(e)  For  purposes  of  this  section,  any 
reference  to  section  1081  shall  be  deemed 
to  include  a  reference  to  corresponding 
provisions  of  prior  internal  revenue  laws. 

§  1.1082-3  Reduction  of  basis  of  prop- 
erty  by  reason  of  gain  not  recognized 
under  section  1081  (b) — (a)  Introduc¬ 
tory.  In  addition  to  the  adjustments 
provided  in  section  1016  and  other  appli¬ 
cable  provisions  of  chapter  1,  and  the 
regulations  relating  thereto,  which  are 
required  to  be  made  with  respect  to  the 
cost  or  other  basis  of  property,  section 
1082  (a)  (2)  provides  that  a  further 
adjustment  shall  be  made  in  any  case 
in  which  there  shall  have  been  a  non¬ 
recognition  of  gain  under  section  1081 
(b).  Such  further  adjustment  shall  be 
made  with  respect  to  the  basis  of  the 
property  in  the  hands  of  the  transferor 
immediately  after  the  transfer  and  of 
the  property  acquired  within  24  months 
after  such  transfer  by  an  expenditure 
or  investment  to  which  section  1081  (b) 
relates,  and  on  account  of  which  ex¬ 
penditure  or  investment  gain  is  not  rec¬ 
ognized.  If  the  property  is  in  the  hands 
of  the  transferor  imediately  after  the 
transfer,  the  time  of  reduction  is  the  day 
of  the  transfer;  in  all  other  cases  the 
time  of  reduction  is  the  date  of  acquisi¬ 
tion.  The  effect  of  applying  an  amount 
in  reduction  of  basis  of  property  under 
section  1081  (b)  is  to  reduce  by  such 
amount  the  basis  for  determining  gain 
upon  sale  or  other  disposition,  the  basis 
for  determining  loss  upon  sale  or  other 
disposition,  the  basis  for  depreciation 
and  for  depletion,  and  any  other  amount 
which  the  Internal  Revenue  Code  of 
1954  prescribes  shall  be  the  same  as  any 
of  such  bases.  For  the  purposes  of  the 
application  of  an  amount  in  reduction 
of  basis  under  section  1081  (b) ,  property 
is  not  considered  as  having  a  basis 
capable  of  reduction  if — 

(1)  It  is  money,  or 

(2)  If  its  adjusted  basis  for  determin¬ 
ing  gain  at  the  time  the  reduction  is  to 
be  made  is  zero,  or  becomes  zero  at  any 
time  in  the  application  of  section  1081 
(b). 

(b)  General  rule.  (1)  Section  1082  (a) 
(2)  sets  forth  seven  categories  of  prop¬ 
erty,  the  basis  of  which  for  determining 
gain  or  loss  shall  be  reduced  in  the  order 
stated. 

(2)  If  any  of  the  property  in  the  first 
category  has  a  basis  capable  of  reduction, 
the  reduction  must  first  be  made  before 
applying  an  amount  in  reduction  of  the 
basis  of  any  property  in  the  second  or  in 
a  succeeding  category,  to  each  of  which 
in  turn  a  similar  rule  is  applied. 

'(3)  In  the  application  of  the  rule  to 
each  category,  the  amount  of  the  gain 
not  recognized  shall  be  applied  to  reduce 
the  cost  or  other  basis  of  all  the  property 
in  the  category  as  follows:  The  cost  of 
other  basis  (at  the  time  immediately 
after  the  transfer  or,  if  the  property  is 


not  then  held  but  is  thereafter  acquired, 
at  the  time  of  such  acquisition)  of  each 
unit  of  property  in  the  first  category 
shall  be  decreased  (but  the  amount  of  the 
decrease  shall  not  be  more  than  the 
amount  of  the  adjusted  basis  at  such 
time  for  determining  gain,  determined 
without  regard  to  this  section)  in  an 
amount  equal  to  such  proportion  of  the 
unrecognized  gain  as  the  adjusted  basis 
(for  determining  gain,  determined  with¬ 
out  regard  to  this  section)  at  such  time 
of  each  unit  of  property  of  the  taxpayer 
in  that  category  bears  to  the  aggregate 
of  the  adjusted  basis  (for  determining 
gain,  computed  without  regard  to  this 
section)  at  such  time  of  all  the  property 
of  the  taxpayer  in  that  category.  When 
such  adjusted  basis  of  the  property  in 
the  first  category  has  been  thus  reduced 
to  zero,  a  similar  rule  shall  be  applied, 
with  respect  to  the  portion  of  such  gain 
which  is  unabsorbed  in  such  reduction  of 
the  basis  of  the  property  in  such  cate¬ 
gory,  in  reducing  the  basis  of  the  prop¬ 
erty  in  the  second  category.  A  similar 
rule  with  respect  to  the  remaining  un¬ 
absorbed  gain  shall  be  applied  in  reduc¬ 
ing  the  basis  of  the  property  in  the  next 
succeeding  category. 

(c)  Special  cases.  (1)  With  the  con¬ 
sent  of  the  Commissioner,  the  taxpayer 
may,  however,  have  the  basis  of  the  vari¬ 
ous  units  of  property  within  a  particular 
category  specified  in  section  1082  (a)  (2) 
adjusted  in  a  manner  different  from  the 
general  rule  set  forth  in  paragraph  (b) 
of  this  section.  Variations  from  such 
general  rule  may,  for  example,  involve 
adjusting  the  basis  of  only  certain  units 
of  the  taxpayer’s  property  within  a  given 
category.  A  request  for  variations  from 
the  general  rule  should  be  filed  by  the 
taxpayer  with  its  income  tax  return  for 
the  taxable  year  in  which  the  transfer  of 
property  has  occurred. 

(2). Agreement  between  the  taxpayer 
and  the  Commissioner  as  to  any  varia¬ 
tions  from  such  general  rule  shall  be  ef¬ 
fective  only  if  incorporated  in  a  closing 
agreement  entered  into  under  the  pro¬ 
visions  of  section  7121.  If  no  such  agree¬ 
ment  is  entered  into  by  the  taxpayer  and 
the  Commissioner,  then  the  consent  filed 
on  Form  982A  shall  (except  as  otherwise 
provided  in  this  subparagraph)  be 
deemed  to  be  a  consent  to  the  applica¬ 
tion  of  such  general  rule,  and  such  gen¬ 
eral  rule  shall  apply  in  the  determination 
of  the  basis  of  the  taxpayer’s  property. 
If,  however,  the  taxpayer  specifically 
states  on  such  form  that  it  does  not  con¬ 
sent  to  the  application  of  the  general 
rule,  then,  in  the  absence  of  a  closing 
agreement,  the  document  filed  shall  not 
be  deemed  a  consent  within  the  meaning 
of  section  1081  (b)  (4). 

§  1.1082-4  Basis  of  property  acquired 
by  corporation  under  section  1081  (a), 
1081  (b),  or  1081  (e)  as  contribution  of 
capital  or  surplus,  or  in  consideration  for 
its  own  stock  or  securities.  If,  in  connec¬ 
tion  with  an  exchange  of  stock  or  securi¬ 
ties  for  stock  or  securities  as  described  in 
section  1081  (a) ,  or  an  exchange  of  prop¬ 
erty  for  property  as  described  in  section 
1081  (b),  or  an  exchange  as  described 
in  section  1081  (e) ,  property  is  acquired 
by  a  corporation  by  the  issuance  of  its 
stock  or  securities,  the  basis  of  such 


property  shall  be  determined  under  sec¬ 
tion  1082  (b).  If  the  corporation  issued 
its  stock  or  securities  as  part  or  sole  con¬ 
sideration  for  the  property  acquired,  the 
basis  of  the  property  in  the  hands  of  the 
acquiring  corporation  is  the  basis  (ad¬ 
justed  to  the  date  of  the  exchange) 
which  the  property  would  have  had  in 
hands  of  the  transferor  if  the  transfer 
had  not  been  made,  increased  in  the 
amount  of  gain  or  decreased  in  the 
amount  of  loss  recognized  under  section 
1081  to  the  transferor  upon  the  transfer. 

If  any  property  is  acquired  by  a  corpor¬ 
ation  from  a  shareholder  as  paid-in 
surplus,  or  from  any  person  as  a  con¬ 
tribution  to  capital,  the  basis  of  the 
property  to  the  corporation  is  the  basis 
(adjusted  to  the  date  of  acquisition)  of 
the  property  in  the  hands  of  the  trans¬ 
feror. 

§  1.1082-5  Basis  of  property  acquired 
by  shareholder  upon  tax-free  distribu¬ 
tion  under  section  1081  (c)  (1)  or  (2)  — 
(a)  Stock  or  securities.  If  there  was 
distributed  to  a  shareholder  in  a  cor-  * 
poration  which  is  a  registered  holding 
company  or  a  majority -owned  subsidiary 
company,  stock  or  securities  (other  than 
stock  or  securities  which  are  nonexempt 
property),  and  if  by  virtue  of  section 
1081  (c)  (1)  no  gain  was  recognized  to 
the  shareholder  upon  such  distribution, 
then  the  basis  of  the  stock  in  respect  of 
which  the  distribution  was  made  must  be 
apportioned  between  such  stock  and  the 
stock  or  securities  so  distributed  to  the 
shareholder.  The  basis  of  the  old  shares 
and  the  stock  or  securities  received  upon 
the  distribution. shall  be  determined  in 
accordance  with  the  following  rules : ' 

(1)  If  the  stock  or  securities  received 
upon  the  distribution  consist  solely  of 
stock  in  the  distributing  corporation  and 
the  stock  received  is  all  of  substantially 
the  same  character  and  preference  as 
the  stock  in  respect  of  which  the  dis¬ 
tribution  is  made,  the  basis  of  each  share 
will  be  the  quotient  of  the  cost  or  other 
basis  of  the  old  shares  of  stock  divided 
by  the  total  number  of  the  old  and  the 
new  shares. 

(2)  If  the  stock  or  securities  received 
upon  the  distribution  are  in  whole  or  in 
part  stock  in  a  corporation  other  than 
the  distributing  corporation,  or  are  in 
whole  or  in  part  stock  of  a  character  or 
preference  materially  different  from  the 
stock  in  respect  ol  which  the  distribution 
is  made,  or  if  the  distribution  consists  in 
whole  or  in  part  of  securities  other  than 
stock,  the  cost  or  other  basis  of  the  stock 
in  respect  of  which  the  distribution  is 
made  shall  be  apportioned  between  such 
stock  and  the  stock  or  securities  dis¬ 
tributed  in  proportion,  as  nearly  as  may 
be,  to  the  respective  values  of  each  class 
of  stock  or  security,  old  and  new,  at  the 
time  of  such  distribution,  and  the  basis 
of  each  share  of  stock  or  unit  of  security 
will  be  the  quotient  of  the  cost  or  other 
basis  of  the  class  of  stock  or  security  to 
which  such  share  or  unit  belongs,  di¬ 
vided  by  the  number  of  shares  or  units 
in  the  class.  Within  the  meaning  of 
this  subparagraph,  stocks  or  securities 
in  one  corporation  are  different  in  class 
from  stocks  or  securities  in  another  ctSr- 
poration,  and,  in  general,  any  material 
difference  in  character  or  preference  or 
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terms  sufficient  to  distinguish  one  stock 
or  security  from  another  stock  or  secu¬ 
rity,  so  that  different  values  may  prop¬ 
erly  be  assigned  thereto,  will  constitute  a 
difference  in  class. 

(b)  Stock  rights.  If  there  was  dis¬ 
tributed  to  a  shareholder  in  a  corpora¬ 
tion  rights  to  acquire  conmum  stock  in  a 
second  corporation,  and  if  by  virtue  of 
section  1081  (c)  (2)  no  gain  was  recog¬ 
nized  to  the  shs^reholder  upon  such  dis¬ 
tribution,  then  the  basis  of  the  stock  in 
respect  of  which  the  distribution  was 
made  must  be  apportioned  between  such 
stock  and  the  stock  rights  so  distributed 
to  the  shareholder.  The  basis  of  such  ‘ 
stock  and  the  stock  rights  received  upon 
the  distribution  shall  be  determined  in 
accordance  with  the  following: 

(1)  The  cost  or  other  basis  of  the 
stock  in  respect  of  which  the  distribu¬ 
tion  is  made  shall  be  apportioned  be¬ 
tween  such  stock  and  the  stock  rights 
distributed,  in  proportion  to  the  respec¬ 
tive  values  thereof  at  the  time  the 
rights  are  issued. 

(2)  The  basis  for  determining  gain  or 
loss  from  the  sale  of  a  right,  or  from  the 
sale  of  a  share  of  stock  in  respect  of 
which  the  distribution  is  made,  will  be 
the  quotient  of  the  cost  or  other  basis, 
properly  adjusted,  assigned  to  the  rights 
or  the  stock,  divided,  as  the  case  may 
be,  by  the  number  of  rights  acquired  or 
by  the  number  of  shares  of  such  stock 
held. 

(c)  Cross  reference.  As  to  the  basis 

of  stock  or  securities  distributed  by  one 
member  of  a  system  group  to  another 
member  of  the  same  system  group,  see 
I  1.1082-6  below.  ' 

S  1.1082-6  Basis  of  property  acquired 
under  section  1082  (d)  in  transactions 
between  corporations  of  the  same  system 
group,  (a)  If  property  was  acquired  by 
a  corporation  which  is  a  member  of  a 
system  group,  from  a  corporation  which 
is  a  member  of  the  same  system  group, 
upon  a  transfer  or  distribution  described 
in  section  1081  (d)  (1) ,  then  as  a  general 
rule  the  basis  of  such  property  in  the 
hands  of  the  acquiring  corporation  is 
the  basis  which  such  property  would 
have  had  in  the  hands  of  the  transferor 
if  the  transfer  or  distribution  had  not 
been  made.  Except  as  otherwise  in¬ 
dicated  in  this  section,  this  rule  will 
apply  equally  to  cases  in  which  the  con¬ 
sideration  for  the  property  acquired 
consists  of  stock  or  securities,  money, 
and  other  property,  or  any  of  them,  but 
it  is  contemplated  that  an  ultimate  true 
reflection  of  income  will  be  obtained  in 
all  cases,  notwithstanding  any  peculiari¬ 
ties  in  form  which  the  various  transac¬ 
tions  may  assume.  See  the  example  in 
S  1.1081-6. 

(b)^  An  exception  to  the  general  rule 
is  provided  for  in  case  the  property  ac¬ 
quired  consists  of  stock  or  securities 
issued  by  the  corporation  from  which 
such  stock  or  securities  were  received. 
If  such  stock  or  securities  were  the  sole 
consideration  for  the  property  trans¬ 
ferred  to  the  corporation  issuing  such 
stock  or  securities,  then  the  basis  of  the 
stock  or  securities  shall  be  (1)  the  same 
as  the  basis  (adjusted  to  the  time  of  the 
transfer)  of  the  property  transferred  for 
such  stock  or  securities,  or  (2)  the  fair 


market  value  of  such  stock  or  securities 
at  the  time  of  their  receipt,  whichever 
is  the  lower.  If  such  stock  or  securities 
constituted  only  part  consideration  for 
the  property  transferred  to  the  corpora¬ 
tion  issuing  such  stock  or  securities,  then 
the  basis  shall  be  an  amount  which  bears 
the  same  ratio  to  the  basis  of  the  prop¬ 
erty  transferred  as  the  fair  market  value 
of  such  stock  or  securities  on  their  re¬ 
ceipt  bears  to  the  total  fair  market  value 
of  the  entire  consideration  received,  ex¬ 
cept  that  the  fair  market  value  of  such 
stock  or  securities  at  the  time  of  their 
receipt  shall  be  the  basis  therefor,  if 
such  value  is  lower  than  such  amount. 

(c)  The  application  of.  paragraph  (b) 
of  this  section  may  be  illustrated  by  the 
following  examples: 

Example  (J).  Suppose  the  A  Corporation 
has  property  with  an  adjusted  basis  of 
(600,000  and,  in  an  exchange  in  which  sec¬ 
tion  1081  (d)  (1)  is  applicable,  transfers 
such  property  to  the  B  Corporation  in  ex¬ 
change  for  a  total  consideration  of  (1,000,000, 
consisting  of  (1)  cash  in  the  amount  of 
(100,000,  (2)  tangible  property  having  a  fair 
market  value  of  (400,000  and  an  adjusted 
basis  in  the  hands  of  the  B  Corporation  of 
(300,000,  and  (3)  stock  or  seciirities  Issued 
by  the  B  Corporation  with  a  par  value  and 
a  fair  market  value  as  of  the  date  of  their 
receipt  in  the  amount  of  (500,000.  The  basis 
to  the  B  Corporation  of  the  property  re¬ 
ceived  by  it  is  (600,000,  which  is  the  adjusted 
basis  of  such  property  in  the  hands  of  the 
A  Corporation.  The  basis  to  the  A  Corpora¬ 
tion  of  the  assets  (other  than  cash)  received 
by  it  is  as  follows;  Tangible  property,  (300,- 
000,  the  adjusted  basis  of  such  property  to 
the  B  Corporation,  the  former  owner;  stock 
or  securities  issued  by  the  B  Corporation, 
(300,000,  an  amount  equal  to  500,000/ 
l,000,000ths  of  (600,000. 

Example  (2).  Suppose  that  in  example  (1) 
the  property  of  the  A  Corporation  trans¬ 
ferred  to  the  B  Corporation  had  an  adjusted 
basis  of  (1,100,000  instead  of  (600,000,  and 
that  all  other  factors  in  the  example  remain 
the  same.  In  such  case  the  basis  to  the 
A  Corporation  of  the  stock  or  securities  in 
the  B  Corporation  is  (500,000,  which  was  the 
fair  market  value  of  such 'stock  or  securities 
at  the  time  of  their  receipt  by  the  A  Cor¬ 
poration,  because  this  amount  is  less 
than  the  amount  established  as  500,000/ 
l,000,000ths  of  (1,100,000  or  (550,000. 

§  1.1083  Statutory  provisions;  ex¬ 
changes  and  distributions  in  obedience 
to  orders  of  the  Securities  and  Exchange 
Commission;  definitions. 

Sec.  1083.  Definitions — (a)  Order  of 
Securities  and  Exchange  Commission.  For 
purposes  of  this  part,  the  term  “order  of  the 
Securities  and  Exchange  Commission"  means 
an  order  issued  after  May  28,  1938,  by  the 
SecTirities  and  Exchange  Commission  which 
requires,  authorizes,  permits,  or  approves 
transactions  described  in  such  order  to 
effectuate  section  11  (b)  of  the  Public  Utility 
Holding  Company  Act  of  1935  (49  Stat.  820; 
15  U.  S.  C.  79k  (h) ) ,  which  has  become  or 
becomes  final  in  accordance  with  law, 

(b)  Registered  holding  company:  holding 
company  system;  associate  company.  For 
purposes  of  this  part,  the  terms  "registered 
holding  company’*,  “holding  company  sys¬ 
tem”,  and  “associate  company”  shall  have 
the  meanings  assigned  to  them  by  section  2 
of  the  Public  Utility  Holding  Company  Act 
of  1935  (49  Stat.  804;  15  U.  S.  C.  79b  (a) ) . 

(c)  Majority-owned  subsidiary  company. 
For  purposes  of  this  part,  the  term  “majority- 
owned  subsidiary  company”  of  a  registered 
holding  company  means  a  corporation,  stock 
of  which,  representing  in  the  aggregate  more 
than  50  percent  of  the  total  combined  voting 


power  of  all  classes  of  stock  of  such  corpora¬ 
tion  entitled  to  vote  (not  including  stock 
which  is  entitled  to  vote  only  on  default  or 
nonpayment  of  dividends  or  other  special 
circumstances)  is  owned  wholly  ,by  such 
registered  holding  company,  or  partly  by  such 
registered  holding  company  and  partly  by 
one  or  more  majority-owned  subsidiary  com¬ 
panies  thereof,  or  by  one  or  more  majority- 
owned  subsidiary  companies  of  such  regis¬ 
tered  holding  company. 

(d)  System  group.  For  purposes  of  this 
part,  the  term  "system  group”  means  one  or 
more  chains  of  corporations  connected 
through  stock  ownership  with  a  common 
parent  corporation  if — 

(1)  At  least  90  percent  of  each  class  of 
the  stock  (other  than  (A)  stock  which  is 
preferred  as  to  both  dividends  and  assets, 
and  (B)  stock  which  is  limited  and  preferred 
as  to  dividends  but  which  is  not  preferred 
as  to  assets  but  only  if  the  total  value  of 
such  stock  is  less  than  1  percent  of  the  ag¬ 
gregate  value  of  all  classes  of  stock  which 
are  not  preferred  as  to  both  dividends  and 
assets)  of  each  of  the  corporations  (except . 
the  common  parent- corporation)  is  owned 
directly  by  one  or  more  of  the  other  cor¬ 
porations;  and 

(2)  The  common  parent  corporation 
owns  directly  at  least  90  percent  of  each 
class  of  the  stock  (other  than  stock,  which 
is  preferred  as  to  both  dividends  and  assets) 
of  at  least  one  of  the  other  corporations;  and 

(3)  Each  of  the  corporations  is  either 
a  registered  holding  company  or  a  majority- 
owned  subsidiary  company. 

(e)  Nonexempt  property.  For  purposes 
of  this  part,  the  term  “nonexempt  prop¬ 
erty"  means — 

(1)  Any  consideratidh  in  the  form  of 
evidences  of  indebtedness  owed  by  the  trans¬ 
feror  or  a  cancellation  or  assumption  of 
debts  or  other  liabilities  of  the  transferor 
(including  a  continuance  of  encumbrances 
subject  to  which  the  property  was  trans¬ 
ferred)  ; 

(2)  Short-term  obligations  (including 
notes,  drafts,  bills  of  exchange,  and  bankers’ 
acceptances)  having  a  maturity  at  the  time 
of  issuance  of  not  exceeding  24  months, 
exclusive  of  days  of  grace; 

(3)  Securities  issued  or  guaranteed  as  to 
principal  or  Interest  by  a  government  or  sub¬ 
division  thereof  (including  those  issued  by 
a  corporation  which  is  an  Instrumentality 
of  a  government  or  subdivision  thereof); 

(4)  Stock  or  securities  which  were  ac¬ 
quired  from  a  registered  holding  company 
or  an  associate  company  of  a  registered 
holding  company  which  acquired  such  stock 
or  securities  after  February  28,  1938,  unless 
such  stock  or  securities  (other  than  obliga¬ 
tions  described  as  nonexempt  property  in 
paragraph  (1),  (2),  or  (3))  were  acquired 
in  obedience  to  an  order  of  the  Securities 
and  Exchange  Commission  or  were  acquired 
with  the  authorization  or  approval  of  the 
Securities  and  Exchange  Conunission  under 
any  section  of  the  Public  Utility  Holding 
Company  Act  of  1935  (49  Stat.  820;  15  U.  S.  C. 
79k  (b)); 

(5)  Money,  and  the  right  to  receive  money 
not  evidenced  by  a  security  other  than  an 
obligation  described  as  nonexempt  property 
in  paragraph  (2)  or  (3). 

(f)  Stock  or  securities.  For  purposes  of 
this  part,  the  term  “stock  or  securities" 
means  shares  of  stock  in  any  corporation, 
certificates  of  stock  or  Interest  in  any  cor¬ 
poration,  notes,  bonds,  debentures,  and  evi¬ 
dences  of  Indebtedness  (including  any  evi¬ 
dence  of  an  Interest  in  or  right  to  subscribe 
to  or  purchase  any  of  the  foregoing). 

§  1,1083-1  Definitions — (a)  Order  of 
the  Securities  and  Exchange  Commis¬ 
sion.  (1)  An  order  of  the  Securities  and 
Exchange  Commission  as  deflned  in  sec¬ 
tion  1083  (a)  must  be  issued  after  May 
28,  1938  (the  date  of  the  enactment  of 
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the  Revenue  Act  of  1938)  ,  and  must  be 
issued  under  the  authority  of  section  11 
(b)  or  11  (e)  of  the  Public  Utility  Hold¬ 
ing  Company  Act  of  1935  (15  U.  S.  C. 
79k  (b),  (e)),  to  effectuate  the  provi¬ 
sions  of  section  11  (b)  of  such  Act.  In 
all  cases  the  order  must  become  or  have 
become  final  in  accordance  with  law; 
i.  e.,  it  must  be  valid,  outstanding,  and 
not  subject  to  further  appeal.  See  fur¬ 
ther  sections  1083  (a)  and  1081  (f). 

(2)  Section  11  (b)  of  the  Public 
Utility  Holding  Company  Act  of  1935 
provides: 

(b)  It  shall  be  the  duty  of  the  Commis- 
8ion,  as  soon  as  practicable  after  January  1, 
1938: 

(1)  To  require  by  order,  after  notice  and 
opportunity  for  hearing,  that  each  registered 
holding  company,  and  each  subsidiary  com¬ 
pany  thereof,  shall  take  such  action  as  the 
Commission  shall  find  necessary  to  limit  the 
operations  of  the  holding-company  system 
of  which  such  company  is  a  part  to  a  single 
Integrated  public-utility  system,  and  to  such 
other  businesses  as  are  reasonably  Incidental, 
or  economically  necessary  or  appropriate  to 
the  operations  of  such  integrated  public- 
utility  system:  Provided,  however.  That  the 
Commission  shall  permit  a  registered  holding 
company  to  continue  to  control  one  or  more 
additional  Integrated  public-utility  systems, 
if,  after  notice  and  opportunity  for  hearing, 
it  finds  that — 

(A)  Each  of  such  additional  systems  can¬ 
not  be  operated  as  an  independent  system 
without  the  loss  of  substantial  economies 
which  can  be  secured  by  the  retention  of 
control  by  such  holding  company  of  such 
system; 

(B)  All  of  such  additional  systems  are 
located  in  one  State,  or  in  adjoining  States, 
or  in  a  contiguous  foreign  country;  and 

(C)  The  continued  combination  of  such 
systems  under  the  control  of  such  holding 
company  is  not  so  large  (considering  the 
state  of  the  art  and  the  area  or  region 
affected)  as  to  impair  the  advantages  of 
localized  management,  efficient  operation,  or 
the  effectiveness  of  regulatlgn.  The  Com¬ 
mission  may  permit  as  reasonably  incidental, 
or  economically  necessary  or  appropriate  to 
the  operations  of  one  or  more  integrated 
public-utility  s3rstems  the  retention  of  an 
Interest  in  any  business  (other  than  the 
business  of  a  public-utility  company  as 
such)  which  the  Commission  shall  find  nec¬ 
essary  or  appropriate  in  the  public  Interest 
or  for  the  protection  of  investors  or  con¬ 
sumers  and  not  detrimental  to  the  proper 
functioning  of  such  system  or  systems. 

(2)  To  require  by  order,  after  notice  and 
opportunity  for  hearing,  that  each  registered 
holding  company,  and  each  subsidiary  com¬ 
pany  thereof,  shall  take  such  steps  as  the 
Commission  shall  find  necessary  to  ensure 
that  the  corporate  structure  or  continued  ex¬ 
istence  of  any  company  in  the  holding-com¬ 
pany  system  does  not  unduly  or  unnecessarily 
complicate  the  structure,  or  unfairly  or  in¬ 
equitably  distribute  voting  power  among 
security  holders,  of  such  holding-company 
system.  In  carr3dng  out  the  provisions  of 
this  paragraph  the  Commission  shall  require 
each  registered  holding  company  (and  any 
company  in  the  same  holding-company  sys¬ 
tem  with  such  holding  company)  to  take 
such  action  as  the  Commission  shall  find  nec¬ 
essary  in  order  that  such  holding  company 
shall  cease  to  be  a  holding  company  with 
respect  to  each  of  its  subsidiary  companies 
which  itself  has  a  subsidiary  company  which 
is  a  holding  company.  Except  for  the  pur¬ 
pose  of  fairly  and  equitably  distributing  vot¬ 
ing  power  among  the  security  holders  of  such 
company,  nothing  in  this  paragraph  shall 
authoriro  the  Commission  to  require  any 
change  in  the  corporate  structure  or  exist- 
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ence  of  any  company  whi<^  is  not  a  holding 
company,  or  of  any  company  whose  principal 
business  is  that  of  a  public-utility  company. 
The  Commission  may  by  order  revoke  or 
modify  any  order  previously  made  under  this 
subsection,  if,  after  notice  and  opportunity 
for  hearing,  it  finds  that  the  conditions  upon 
which  the  order  was  predicated  do  not  exist. 
Any  order  made  under  this  subsection  shall 
be  subject  to  Judicial  review  as  provided  in 
section  24. 

(3)  Section  11  (e)  of  the  Public  Utility 
Holding  Company  Act  of  1935  provides: 

(e)  In  accordance  with  such  rules  and 
regulations  or  order  as  the  Commission  may 
deem  necessary  or  appropriate  in  the  public 
Interest  or  for  the  protection  of  Investors 
or  consumers,  any  registered  holding  com¬ 
pany  or  any  subsidiary  company  of  a  regis¬ 
tered  holding  company  may,  at  any  time 
after  January  1,  1936,  submit  a  plan  to  the 
Commission  for  the  divestment  of  control, 
securities,  or  other  assets,  or  for  other  action 
by  such  company  or  any  subsidiary  company 
thereof  for  the  purpose  of  enabling  such 
company  or  any  subsidiary  company  thereof 
to  Comply  with  the  provisions  of  subsection 
(b).  If,  after  notice  and  opportunity  for 
hearing,  the  Commission  shall  find  such 
plan,  as  submitted  or  as  modified,*  necessary 
to  effectuate  the  provisions  of  subsection 
(b)  and  fair  and  equitable  to  the  persons 
affected  by  such  plan,  the  Commission  shall 
make  an  order  approving  such  plan;  and 
the  Commission,  at  the  request  of  the  com¬ 
pany,  may  apply  to  a  coiirt,  in  accordance 
with  the  provisions  of  subsection  (f)  of 
section  18,  to  enforce  and  carry  out  the  terms 
and  provisions  of  such  plan.  If,  upon  any 
such  application,  the  court,  after  notice 
and  opportunity  for  hearing,  shall  approve 
such  plan  as  fair  and  equitable  and  as  ap¬ 
propriate  to  effectuate  the  provisions  of  sec¬ 
tion  11,  the  court  as  a  covirt  of  equity  may, 
to  such  extent  as  it  deems  necessary  for  the 
purpose  of  carrying  out  the  terms  and  pro¬ 
visions  of  such  plan,  take  exclusive  Jurisdic¬ 
tion  and  possession  of  the  company  or  com¬ 
panies  and  the  assets  thereof,  wherever  lo¬ 
cated;  and  the  court  shall  have  Jurisdiction 
to  appoint  a  trustee,  and  the  court  may  con¬ 
stitute  and  appoint  the  Commission  as  sole 
trustee,  to  hold  or  administer,  under  the  di¬ 
rection  of  the  court  and  in  accordance  with 
the  plan  therefore  approved  by  the  court  and 
the  Commission,  the  assets  so  possessed. 

(hY  Registered  holding  company,  hold¬ 
ing-company  system,  and  associate 
company.  (1)  Under  section  5  of  the 
Public  Utility  Holding  Company  Act  of 
1935  (15  U.  S.  C.  79e),  any  holding  com¬ 
pany  may  register  by  filing  with  the 
Securities  and  Exchange  Commission  a 
notification  of  registration,  in  such  form 
as  the  Commission  may  by  rules  and 
regulations  prescribe  as  necessary  or  ap¬ 
propriate  in  the  public  interest  or  for 
the  protection  of  investors  or  consumers. 
A  holding  company  shall  be  deemed  to 
be  registered  upon  receipt  by  the  Securi¬ 
ties  and  Exchange  Commission  of  such 
notification  of  registration.  As  used  in 
this  part,  the  term  “registereded  hold¬ 
ing  company”  means  a  holding  company 
whose  notification  of  registration  has 
been  so  received  and  whose  registration 
is  still  in  effect  under  section  5  of  the 
Public  Utility  Holding  Company  Act  of 
1935.  Under  section  2  (a)  (7)  of  the 
Public  Utility  Holding  Company  Act  of 
1935  (15  U.  S.  C.  79b  (a)  (7)),  a  cor¬ 
poration  is  a  holding  company  (unless 
it  is  declared  not  to  be  such  by  the  Se¬ 
curities  and  Exchange  Commission),  if 
such  corporation  directly  or  indirectly 


owns,  controls,  or  holds  with  power  to 
vote  10  percent  or  more  of  the  outstand¬ 
ing  voting  securities  of  a  public-utility 
company  (i.  e.,  an  electric  utility  com¬ 
pany  or  a  gas  utility  company  as  defined 
by  such  act)  or  of  any  other  holding 
company.  A  corporation  is  also  a  hold¬ 
ing  company  if  the  Securities  and  Ex¬ 
change  Commission  determines,  after 
notice  and  opportunity  for  hearing,  that 
such  corporation  directly  or  indirectly 
exercises  (either  alone  or  pursuant  to  an 
arrangement  or  imderstanding  with  one 
or  more  other  persons)  such  a  control¬ 
ling  influence  over  the  management  or 
policies  of  any  public-utility  company 
(i.  e.,  an  electric  utility  company  or  a 
gas  utility  company  as  defined  by  such 
act)  or  holding  company  as  to  make  it 
necessary  or  appropriate  in  the  public 
interest  or  for  the  protection  of  investors 
or  consumers  that  such  corporation  be 
subject  to  the  obligations,  duties,  and 
liabilities  imposed  upon  holding  com¬ 
panies  by  the  Public  Utility  Holding 
Company  Act  of  1935  (15  U.  S.  C.  c.  2  C) . 
An  electric  utility  company  is  defined 
by  section  2  (a)  (3)  of  the  Public  Utility 
Holding  Company  Act  of  1935  (15  U.  S.  C. 
79b  (a)  (3) )  to  mean  a  company  which 
owns  or  operates  facilities  used  for  the 
generation,  transmission,  or  distribution 
of  electrical  energy  for  sale,  other  than 
sale  to  tenants  or  employees  of  the  com¬ 
pany  operating  such  facilities  for  their 
own  use  and  not  for  resale;  and  a  gas 
utility  company  is  defined  by  section  2 
(a)  (4)  of  such  act  (15  U.  S.  C.  79b  (a) 

(4) ) ,  to  mean  a  company  which  owns  or 
operates  facilities  u^  for  the  distribu¬ 
tion  at  retail  (other  than  distribution 
only  in  enclosed  portable  containers,  or 
distribution  to  tenants  or  employees  of 
the  company  operating  such  facilities 
for  their  own  use  and  not  for  resale)  of 
natural  or  manufactured  gas  for  heat, 
light,  or  power.  However,  under  certain 
conditions  the  Securities  and  Exchange 
Commission  may  declare  a  company  not 
to  be  an  electric  utility  company  or  a 
gas  utility  company,  as  the  case  may  be, 
in  which  event  the  company  shall  not 
be  considered  an  electric  utility  com¬ 
pany  or  a  gas  utility  company. 

(2)  The  term  “holding  company  sys¬ 
tem”  has  the  meaning  assigned  to  it  by 
section  2  (a)  (9)  of  the  Public  Utility 
Holding  Company  Act  of  1935  (15  U.  S.  C. 
79b  (a)  (9)),  and  hence  means  any 
holding  company,  together  with  all  its 
subsidiary  companies  (i.  e.,  subsidiary 
companies  within  the  meanrig  of  section 
2  (a)  (8)  of  such  act  (15  U.  S.  C.  79b 
(a)  (8)),  which  in  general  include  all 
companies*  10  percent  of  whose  out¬ 
standing  voting  securities  is  owned  di¬ 
rectly  or  indirectly  by  such  holding  com¬ 
pany  and  all  mutual  service  companies 
of  which  such  holding  company  or  any 
subsidiary  (ximpany  thereof  is  a  member 
company.  The  term  “mutual  service 
company”  means  a  company  approved 
as  a  mutual  service  company  under  sec¬ 
tion  13  of  the  Public  Utility  Holding 
Company  Act  of  1935  (15  U.  S.  C.  79m). 
The  term  “member  company”  is  defined 
by  section  2  (a)  (14)  of  siich  act  (15 
U.  S.  C.  79b  (a)  (14)),  to  mean  a  com¬ 
pany  which  is  a  member  of  an  associa¬ 
tion  or  group  of  companies  mutually 
served  by  a  mutual  service  company. 
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(3)  The  term  “associate  company** 
has  the  meaning  assigned  to  it  by  section 
2  (a)  (10)  of  the  Public  Utility  Holding 
Company  Act  of  1935  (15  U.  S.  C.  79b 

(a)  (10)),  and  hence  an  associate  com¬ 
pany  of  a  company  is  any  company  in 
the  same  holding-company  system  with 
such  company. 

(c)  Majority-owned  subsidiary  com¬ 
pany.  The  term  “majority-owned  sub¬ 
sidiary  company’*  is  defined  in  section 
1083  (c) .  Direct  ownership  by  a  regis¬ 
tered  holding  company  of  more  than  50 
percent  of  the  specified  stock  of  another 
corporation  is  not  necessary  to  constitute 
such  corporation  a  majority-owned  sub¬ 
sidiary  company.  To  illustrate,  if  the  H 
Corporation,  a  registered  holding  com¬ 
pany,  owns  51  percent  of  the  common 
stock  of  the  A  Corporation  and  31  per¬ 
cent  of  the  ccmimon  stock  of  the  B  Cor¬ 
poration,  and  the  A  Corporation  owns  20 
percent  of  the  common  stock  of  the  B 
Corporation  (the  ccmimon  stock  in  each 
case  being  the  only  stock  entitled  to 
vote),  both  the  A  Corporation  and  the 
B  Corporation  are  majority-owned  sub¬ 
sidiary  companies. 

(d)  System  group.  The  term  “system 
group*’  is  defined  in  section  1083  (d)  to 
mean  one  or  more  chains  of  corporations 
connected  through  stock  ownership  with 
a  common  parent  corporation,  if  at  least 
90  percent  of  each  class  of  stock  (other 
than  (1)  stock  which  is  preferred  as  to 
both  dividends  and  assets,  and  (2)  stock 
which  is  limited  and  preferred  as  to 
dividends  but  which  is  not  preferred  as 
to  assets  but  only  if  the  total  value  of 
such  stock  is  less  than  1  percent  of  the 
aggregate  value  of  all  classes  of  stock 
which  are  not  preferred  as  to  both  divi¬ 
dends  and  assets)  of  each  of  the  corpo¬ 
rations  (except  the  common  parent  cor¬ 
poration)  is  owned  directly  by  one  or 
more  of  the  other  corporations,  and  if 
the  common  parent  corporation  owns 
directly  at  least  90  percent  of  each  clsuss 
of  stock  (other  than  stock  preferred  as 
to  both  dividends  and  assets)  of  at  least 
one  of  the  other  corporations;  but  no 
corporation  is  a  member  of  a  system 
group  unless  it  is  either  a  registered 
holding  company  or  a  majority-owned 
subsidiary  company.  While  the  type  of 
stock  which  must,  for  the  purpose  of  this 
definition,  be  at  least  90  percent  owned 
may  be  different  from  the  voting  stock 
which  must  be  more  than  50  percent 
owned  for  the  purpose  of  the  definition 
of  a  majority-owned  subsidiary  company 
imder  section  1083  (c) ,  as  a  general  rule 
both  types  of  ownership  tests  must  be 
met  under  section  1083  (d) ,  since  a  cor¬ 
poration,  in  order  to  be  a  member  of  a 
system  group,  must  also  be  a  registered 
holding  company  or  a  majority-owned 
subsidiary  company. 

(e)  Nonexempt  property.  The  term 
“nonexempt  property’’  is  defined  by  sec¬ 
tion  1083  (e)  to  include — 

(1)  The  amount  of  any  consideration 
in  the  form  of  a  cancellation  or  assump¬ 
tion  of  debts  or  other  liabilities  of  the 
transferor  (including  a  continuance  of 
encumbrances  subject  to  which  the 
property  was  transferred) .  To  illustrate, 
if  in  obedience  to  an  order  of  the  Securi- 
«ties  and  Exchange  Commission  the  H 
Corporation,  a  registered  holding  com¬ 


pany,  transfers  property  to  the  Y  Corpo¬ 
ration  in  exchange  for  property  (not 
nonexempt  property)  with  a  fair  market 
value  of  $500,000,  the  X  Corporation  re¬ 
ceives  $100,000  of  nonexempt  property, 
if  for  example — 

(ft  The  Y  Corporation  cancels  $100,- 
000  of  indebtedness  owed  to  it  by  the  X 
Corporation; 

(ii)  The  Y  Corporation  assumes  an 
indebtedness  of  $100,000  owed  by  the  X 
Corporation  to  another  company,  the  A 
Corporation;  or 

(iii)  The  Y  Corporation  takes  over  the 
property  conveyed  to  it  by  the  X  Corpo¬ 
ration  subject  to  a  mortgage  of  $100,000. 

(2)  Short-term  obligations  (including 
notes,  drafts,  bills  of  exchange,  and 
bankers’  acceptances)  having  a  maturity 
at  the  time  of  issuance  of  not  exceed¬ 
ing  24  months,  exclusive  of  days  of  grace. 

(3)  Securities  issued  or  guaranteed  as 
to  principal  or  interest  by  a  government 
or  subdivision  thereof  (including  those 
issued  by  a  corporation  which  is  an  In¬ 
strumentality  of  a  government  or  sub¬ 
division  .thereof) . 

(4)  Stock  or  securities  which  were  ac- 
(luired  from  a  registered  holding  com-  ' 
pany  which  acquired  such  stock  or 
securities  after  February  28,  1938,  or  an 
associate  company  of  a  registered  hold¬ 
ing  company  which  acquired  such  stock 
or  securities  after  February  28,  1938, 
unless  such  stock  or  securities  were  ac¬ 
quired  in  obedience  to  an  order  of  the 
Securities  and  Exchange  Commission  (as 
defined  in  section  1083  (a) )  or  were  ac¬ 
quired  with  the  authorization  or  ap¬ 
proval  of  the  Securities  and  Exchange 
Commission  under  any  section  of  the 
Public  Utility  Holding  Company  Act  of 
1935,  and  are  not  nonexempt  property 
within  the  meaning  of  section  1083  (e) 
(1),  (2),  or  (3). 

(5)  Money,  and  the  right  to  receive 
money  not  evidenced  by  a  security  other 
than  an  obligation  described  as  nonex¬ 
empt  property  in  section  1083  (e)  (2)  or 
(3).  The  term  “the  right  to  receive 
money’’  includes,  among  other  items,  ac¬ 
counts  receivable,  claims  for  damages, 
and  rights  to  refunds  of  taxes. 

(f)  Stock  or  securities.  The  term 
“stock  or  securities’’  is  defined  in  section 
1083  (f)  for  the  purposes  of  sections 
1081  to  1083,  inclusive.  As  therein  de¬ 
fined,  the  term  includes  voting  trust  cer¬ 
tificates  and  stock  rights  or  warrants. 

WASH  SALES  OF  STOCKS  OR  SECURITIES 

§  1.1091  Statutory  provisions;  losses 
from  wash  sales  of  stocks  or  securities; 
basis. 

Sec.  1091.  Loss  from  wash  sales  of  stock 
or  securities — (a)  Disallowance  of  loss  de¬ 
duction.  In  the  case  of  any  loss  claimed  to 
have  been  sustained  from  any  sale  or  other 
disposition  of  shares  of  stock  or  securities 
where  It  appears  that,  within  a  period  be¬ 
ginning  30  days  before  the  date  of  such  sale 
or  disposition  and  ending  30  days  after  such 
date,  the  taxpayer  has  acquired  (by  purchase 
or  by  an  exchange  on  which  the  entire 
amount  of  gain  or  loss  was  recognized  by 
law) ,  or  has  entered  Into  a  contract  or  option 
so  to  acquire,  substantially  Identical  stock 
or  seciuritles,  then  no  deduction  for  the  loss 
shall  be  allowed  under  section  166  (c)  (2); 
nor  shall  such  deduction  be  allowed  a  cor¬ 
poration  under  section  165  (a)  unless  It  is  a 
dealer  in  stocks  or  securities,  and  the  loss  is 


svistained  in  a  transaction  made  in  the  ordi¬ 
nary  course  of  Its  business. 

(b)  Stock  acquired  less  than  stock  sold. 

If  the  amount  of  stock  or  secvirlties  acquired 
(or  covered  by  the  contract  or  option  to 
acquire)  Is  less  than  the  amount  of  stock 
or  securities  sold  or  otherwise  disposed  of, 
then  the  particular  shares  of  stock  or  se¬ 
curities  the  loss  from  the  sale  or  other  dis¬ 
position  of  which  Is  not  deductible  shall  be 
determined  under  regulations  prescribed  by 
the  Secretary  or  his  delegate. 

(c)  Stock  acquired  not  less  than  stock 
sold.  If  the  amount  of  stock  or  securities 
acquired  (or  covered  by  the  contract  or 
option  to  acquire)  is  not  less  than  the 
amount  of  stock  or  securities  sold  or  other-  * 
wise  disposed  of,  then  the  particular  shares 
of  stock  or  securities  the  acquisition  of 
which  (or  the  contract  or  option  to  acquire 
which)  resulted  in  the  nondeductlblllty  of 
the  loss  shall  be  determined  under  regula¬ 
tions  prescribed  by  the  Secretary  or  his 
delegate. 

(d)  Unadjusted  basis  in  case  of  wash  sale 
of  stock.  If  the  property  consists  of  stock 
or  securities  the  acquisition  of  which  (or 
the  contract  or  option  to  acquire  which) 
resulted  In  the  nondeductlblllty  (under 
this  section  or  corresponding  provisions  of 
prior  Internal  revenue  laws)  of  the  loss  from 
the  sale  or  other  disposition  of  substantially 
Identical  stock  or  securities,  then  the  basis 
shall  be  the  basis  of  the  stock  or  securities 
so  sold  or  disposed  of,  Increased  or  decreased, 
as  the  case  may  be,  by  the  difference,  if  any, 
between  the  price  at  which  the  property 
was  acquired  and  the  price  at  which  such 
substantially  Identical  stock  or  securities 
were  sold  or  otherwise  disposed  of. 

§  1.1091-1  Losses  from  wash  sales  of 
stock  or  securities,  (a)  A  taxpayer  can¬ 
not  deduct  any  loss  claimed  to  have  been 
sustained  from  the  sale  or  other  disposi¬ 
tion  of  stock  or  securities  if,  within  a 
period  beginning  30  days  before  the  date 
of  such  sale  or  disposition  and  ending  30 
days  after  such  date  (referred  to  in  this 
section  as  the  61 -day  period) ,  he  has  ac¬ 
quired  (by  purchase  or  by  an  exchange 
upon  which  the  entire  amount  of  gain  or 
loss  was  recognized  by  law),  or  has  en¬ 
tered  into  a  contract  or  option  so  to  ac¬ 
quire,  substantially  identical  stock  or 
securities.  However,  this  prohibition 
does  not  apply  (1)  in  the  case  of  a  tax¬ 
payer,  not  a  corporation,'if  the  sale  or 
other  disposition  of  stock  or  securities  is 
made  in  connection  with  the  taxpayer’s 
trade  or  business,  or  (2)  in  the  case  of  a 
corporation,  a  dealer  in  stock  or  securi¬ 
ties,  if  the  sale  or  other  disposition  of 
stock  or  securities  is  made  in  the  ordi¬ 
nary  course  of  its  business  as  such  dealer. 

(b)  Where  more  than  one  loss  is 
claimed  to  have  been  sustained  within 
the  taxable  year  from  the  sale  or  other 
disposition  of  stock  or  securities,  the  pro¬ 
visions  of  this  section  shall  be  applied  to 
the  losses  in  the  order  in  which  the  stock 
or  securities  the  disposition  of  which  re¬ 
sulted  in  the  respective  losses  were  dis¬ 
posed  of  (beginning  with  the  earliest 
disposition) .  If  the  order  of  disposition 
of  stock  or  securities  disposed  of  at  a  loss 
on  the  same  day  cannot  be  determined, 
the  stock  dr  securities  will  be  considered 
to  have  been  disposed  of  in  the  order  in* 
which  they  were  originally  acquired  (be¬ 
ginning  with  the  earliest  acquisition). 

(c)  Where  the  amount  of  stock  or  se¬ 
curities  acquired  within  the  61-day  pe¬ 
riod  is  less  than  the  amount  of  stock 
or  securities  sold  or  otherwise  disposed 
of,  then  the  particular  shares  of  stock 
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or  securities  the  loss  from  the  sale  or 
other  disposition  of  which  is  not  de¬ 
ductible  shall  be  those  with  which  the 
stock  or  securities  acquired  are  matched 
in  accordance  with  the  following  rule: 
The  stock  or  securities  acquired  will  be 
matched  in  accordance  with  the  order 
of  their  acquisition  (beginning  with  the 
earliest  acquisition)  with  an  equal  num¬ 
ber  of  the  shares  of  stock  or  securities 
sold  or  otherwise  disposed  of. 

(d)  Where  the  amount  of  stock  or 
securities  acquired  within  the  61 -day  pe¬ 
riod  is  not  less  than  the  amount  of  stock 
or  securities  sold  or  otherwise  disposed 
of,  then  the  particular  shares  of  stock 
or  securities  the  acquisition  of  which  re¬ 
sulted  in  the  nondeductibility  of  the  loss 
shall  be  those  with  which  the  stock  or 
securities  disposed  of  are  matched  in 
accordance  with  the  following  rule:  The 
stock  or  securities  sold  or  otherwise  dis¬ 
posed  of  will  be  matched  with  an  equal 
number  of  the  shares  of  stock  or  securi¬ 
ties  acquired  in  accordance  with  the  or¬ 
der  of  acquisition  (beginning  with  the 
earliest  acquisition)  of  the  stock  or  se¬ 
curities  acquired. 

(e)  The  acquisition  of  any  share  of 
stock  or  any  security  which  results  in 
the  nondeductibility  of  a  loss  under  the 
provisions  of  this  section  shall  be  dis¬ 
regarded  in  determining  the  deducti¬ 
bility  of  any  other  loss. 

(f)  The  word  “acquired”  as  used  in 
this  section  means  acquired  by  purchase 
or  by  an  exchange  upon  which  the  en¬ 
tire  amount  of  gain  or  loss  was  recog¬ 
nized  by  law,  and  comprehends  cases 
where  the  taxpayer  has  entered  into  a 
contract  or  option  within  the  61 -day 
period  to  acquire  by  purchase  or  by  such 
an  exchange. 

(g)  The  following  examples  illustrate 
the  application  of  this  section: 

Example  (I).  A,  whose  taxable  year  is  the 
calendar  year,  on  December  1,  1954,  pur¬ 
chased  100  shares  of  common  stock  in  the 
M  Company  lor  $10,000  and  on  December 
15,  1954,  purchased  100  additional  shares  for 
$9,000.  On  January  3,  1955,  he  sold  the  100 
shares  purchased  on  December  1,  1954,  for 
$9,000.  Because  of  the  provisions  of  section 
1091,  no  loss  from  the  sale  is  allowable  as  a 
deduction. 

Example  (2) .  A,  whose  taxable  year  is  the 
calendar  year,  on  September  21,  1954,  pxir- 
chased  100  shares  of  the  common  stock  of 
the  M  Company  for  $5,000.  On  December  21, 
1954,  he  purchased  50  shares  of  substantially 
identical  stock  for  $2,750,  and  on  Decem¬ 
ber  27,  1954,  he  purchased  25  additional 
shares  of  such  stock  for  $1,125.  On  January 
3,  1955,  he  sold  for  $4,000  the  10$  shares  pm- 
chased  on  September  21,  1954!  There  is  an 
indicated  loss  of  $1,000  on  the  sale  of  the 
100  shares.  Since,  within  the  61-day  period, 
A  purchased  75  shares  of  substantially  iden¬ 
tical  stock,  the  loss  on  the  sale  of  75  of  the 
shares  ($3,750  — $3,000,  or  $750)  is  not  allow¬ 
able  as  a  deduction  because  of  the  provisions 
of  section  1091.  The  loss  on  the  sale  of  the 
remaining  25  shares  ($1,250  — $1,000,  or  $250) 
is  deductible  subject  to  the  limitations  pro¬ 
vided  in  sections  267  and  1211.  The  basis  of 
the  50  shares  purchased  December  21,  1954. 
the  acquisition  of  which  resulted  in  the  non- 
deductibility  of  the  loss  ($500)  sustained  on 
50  of  the  100  shares  sold  on  January  3,  1955, 
is  $2,500  (the  cost  of  50  of  the  shares  sold 
on  January  3,  1955)  +  $750  (the  difference 
between  the  purchase  price  $2,750)  of  the  50 
shares  acquired  on  December  21.  1954,  and 
the  selling  price  ($2,000)  of  50  of  the  shares 
sold  on  January  3,  1955,  or  $3,250.  Similarly, 


the  basis  of  the  25  shares  purchased  on  De¬ 
cember  27,  1954,  the  acquisition  of  which  re¬ 
sulted  in  the  nondeductibility  of  the  loss 
($250)  sustained  on  25  of  the  shares  sold  on 
January  3,  1955,  is  $1,2504-$125,  or  $1,375. 
See  §  1.1091-2. 

Example  (3) .  A,  whose  taxable  year  is  the 
calendar  year,  on  September  15,  1954,  pur¬ 
chased  100  shares  of  the  stock  of  the  M  Cksm- 
pany  for  $5,000.  He  sold  these  shares  on 
February  1,  1956,  for  $4,000.  On  each  of  the 
four  days  from  February  15,  1956,  to  Febru¬ 
ary  18, 1956,  inclusive,  he  purchased  50  shares 
of  substantially  identical  stock  for  $2,000. 
There  is  an  Indicated  loss  of  $1,000  from  the 
sale  of  the  100  shares  on  February  1.  1956, 
but,  since  within  the  61 -day  period  A  pur¬ 
chased  not  less  than  100  shares  of  substan¬ 
tially  identical  stock,  the  loss  is  not  deduct¬ 
ible.  The  particular  shares  of  stock  the 
pmchase  of  which  resulted  in  the  nonde¬ 
ductibility  of  the  loss  are  the  first  100  shares 
purchased  within  such  period,  that  is,  the  50 
shares  purchased  on  February  15,  1956,  and 
the  50  shares  purchased  on  February  16,  1956. 
In  determining  the  period  for  which  the  50 
shares  purchased  on  February  15,  1956,  and 
the  50  shares  purchased  on  February  16, 
1956,  were  held,  there  is  to  be  included  the 
period  for  which  the  100  shares  purchased  on 
September  15,  1954,  and  sold  on  February  1, 
1956,  were  held. 

§  1.1091-2  Basis  of  stocks  or  securities 
acquired  in  ‘'wash  sales”.  The  applica¬ 
tion  of  section  1091  (d)  may  be  illus¬ 
trated  by  the  following  examples: 

Example  (1).  A  purchased  a  share  of  com¬ 
mon  stock  of  the  X  Corporation  for  $100  in 
1935,  which  he  sold  January  15.  1955,  for 
$80.  On  February  1,  1955,  he  purchased  a 
share  of  common  stock  of  the  same  corpora¬ 
tion  for  $90.  No  loss  from  the  sale  is  recog¬ 
nized  under  section  1091.  The  basis  of  the 
new  share  is  $110;  that  is,  the  basis  of  the 
old  share  ($100)  increased  by  $10.  the  excess 
of  the  price  at  which  the  new  share  was  ac¬ 
quired  ($90)  over  the  price  at  which  the  old 
share  was  sold  ($80). 

Example  (2).  A  purchased  a  share  of  com¬ 
mon  stock  of  the  T  Corporation  for  $100  in 
1935,  which  he  sold  January  15,  1955,  for  $80. 
On  February  1,  1955,  he  purchased  a  share 
of  common  stock  of  the  same  corporation 
for  $70.  No  loss  from  the  sale  is  recognized 
under  section  1091.  The  basis  of  the  new 
share  is  $90;  that  is,  the  basis  of  the  old 
share  ($100)  decreased  by  $10,  the  excess  of 
the  price  at  which  the  old  share  was  sold 
($80)  over  the  price  at  which  the  new  share 
was  acquired  ($70). 

[F.  R.  Doc.  55-9631;  Filed,  Nov.  30.  1955; 
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DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 
[  43  CFR  Part  115  1 

Revested  Oregon  and  California  Rail¬ 
road  AND  Reconveyed  Coos  Bay  Wagon 
Road  Gr.ant  Lands  in  Oregon 

SALES  AND  APPRAISALS;  ACTION  ON  BIDS 

•  Notice  is  hereby  given  that  pursuant 
to  the  authority  vested  in  the  Secretary 
of  the  Interior  by  the  Act  of  August  28, 
1937  (50  Stat.  874),  it  is  proposed  to 
amend  the  regulations  governing  the 
sale  of  timber  on  the  O.  &  C.  lands.  A 
tentative  draft  of  the  proposed  regula¬ 
tions,  43  CFR  115.39  (f)  and  115.45  (3), 
is  set  forth  below. 

Interested  persons  may  submit  written 
comments,  suggestions,  or  objections 
with  respect  to  the  proposed  amend¬ 
ments,  to  the  Director,  Bureau  of  Land 


Management,  Washington  25,  D.  C., 
within  30  djiys  from  the  date  of  publi¬ 
cation  of  this  notice. 

Upon  receiving  the  recommendation 
of  the  Director,  Bureau  of  Land  Man¬ 
agement,  together  with  all  responses 
received  pursuant  to  this  notice,  the  Sec¬ 
retary  of  the  Interior  will  determine 
whether  the  proposed  regulations,  43 
CFR  115.39  (f)  and  115.45  (3),  as  pro¬ 
posed  to  be  amended  should  be  adopted. 
Should  the  Secretary  of  the  Interior  de¬ 
cide  that  the  proposed  regulations  be 
adopted  they  will  be  duly  published  in 
the  Federal  Register. 

Douglas  McKay, 
Secretary  of  the  Interior. 

November  25,  1955. 

A  new  paragraph  (f)  is  added  to 
§  115.39;  and  paragraph  (b)  (3)  of 

I  115.45  is  amended,  to  read  as  follows: 

§  115.39  Sales  and  appraisals.  •  •  • 

(f )  When  the  Director  determines  that 
good  forest  management  requires  the 
rapid  removal  of  windthrown,  insect- 
damaged,  or  fire-killed  timber  or  other 
salvage  material,  he  may  waive  any  or 
all  marketing  area  restrictions  as  to  sales 
of  any  timber  which  may  be  classified 
as  salvage  in  nature  by  the  authorized 
oflBcer.  Salvage  sales  may  include  such 
minimum  amounts  of  intermingled  or 
adjacent  green  timber  as  are  necessary 
to  insure  economic  operations. 

§  115.45  Action  on  bids.  *  *  * 

(b)  *  *  • 

(3)  Timber  which  has  been  determined 
by  the  authorized  ofiBcer  to  be  salvage  in 
nature,  which  has  been  advertised  as 
such,  which  has  not  been  affected  by  a 
marketing  area  waiver  issued  under 
§  115.39  (f) ,  and  which  is  sold  under  the 
terms  of  this  section  because  no  bids 
were  received  within  the  time  specified  in 
the  notice  of  sale,  may  be  manufactured 
in  any  O.  &  C.  marketing  area  which  has 
been  established  by  the  Secretary  of  the 
Interior,  or  the  Director,  Bureau  of  Land 
Management. 

(P.  R.  Doc.  65-9611;  Piled,  Nov.  30.  1955; 

8:47  a.  m.] 


Bureau  of  Mines 
[  30  CFR  Part  1 1  ] 

(ScliediUe  130] 

Self-Contained  Breathing  Apparatus 
TESTS  FOR  permissibility;  FEES 

Notice  is  hereby  given  that  the  Secre¬ 
tary  of  the  Interior  proposes  to  amend 
the  regulations  in  this  part  governing 
tests  and  investigations  leading  to  ap¬ 
proval  of  self-contained  breathing 
apparatus  as  indicated  below.  Inter¬ 
ested  persons  may  submit,  in  triplicate, 
written  data,  views,  or  arguments  con- 
concerning  the  proposed  amendment  of 
the  regulations  to  the  Director,  Bureau 
of  Mines,  U.  S.  Department  of  the  In¬ 
terior,  Washington  25,  D.  C.  All  rele¬ 
vant  material  received  not  later  than 
30  days  after  this  notice  is  published  in 
the  Federal  Register  will  be  considered 
in  formulating  the  amendment  of  these 
regulations. 
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PROPOSED  RULE  MAKING 


Part  11  would  be  sunended  as  follows: 

1.  Section  11.2  (a)  would  be  amended 
to  read  as  follows: 

5  11.2  Conditions  under  which  self- 
contained  breathing  apparatus  will  be 
tested.  The  conditions  under  which  the 
Bureau  of  Mines  will  examine  and  test 
self-contained  breathing  apparatus  to 
establish  their  permissibility  follow : 

(a)  (1)  Applications  for  inspection, 
examination,  and  testing  shall  te  made 
in  duplicate  to  the  District  Supervisor, 
Health  and  Safety  District  B,  Bureau  of 
Mines,  4800  Forbes  Street,  Pittsburgh  13, 
Pennsylvania,  and  shall  be  accompanied 
by  (i)  a  check,  bank  draft,  or  money 
order  (see  §  11.13)  payable  to  the  order 
of  the  United  States  Bureau  of  Mines; 
(ii)  a  complete  written  description  of  the 
apparatus  in  duplicate;  and  (iii)  a  set 
of  drawings  in  duplicate  showing  full  de¬ 
tails  of  construction  of  the  apparatus. 

If  an  apparatus  operates  with  a  regen¬ 
erator.  the  application  shall  be  accom¬ 
panied  by  a  complete  written  description 
of  the  regenerator  and  a  set  of  drawings 
showing  full  details  of  its  construction, 
all  in  duplicate.  The  application  shall 
state,  among  other  things,  whether  the 
apparatus  is  ready  to  be  marketed. 

(2)  Maniifacturers  or  their  represent¬ 
atives  may  visit  or  communicate  with 
the  Engineer  in  Charge  of  Breathing- 
Apparatus  Testing,  Bureau  of  Mines, 
4800  Forbes  Street,  Pittsburgh  13,  Penn¬ 
sylvania  to  obtain  criticism  of  proposed 
designs  or  to  discuss  the  requirements 
covering  the  approval  of  self-contained 
breathing  apparatus.  No  charge  is  made 
for  such  consultation. 

'2.  Paragraphs  (h)  and  (i)  of  §  11.2 
would  be  deleted. 

3.  Parsigraphs  (j)  and  (k)  of  §  11.2 
would  become  new  paragraphs  (h)  and 

(i) ,  respectively. 

4.  A  new  paragraph  (j)  would  be  in¬ 
serted  in  $  11.2  to  read  as  follows: 

(j)  No  one  shall  be  present  during  any 
part  of  the  formal  investigation,  con¬ 
ducted  by  the  Bureau,  that  leads  to  ap¬ 
proval  except  the  necessary  Government 
personnel,  representatives  of  the  appli¬ 
cant,  and  such  other  persons  as  may  be 
mutually  agreed  upon  by  the  applicant 
and  the  bureau.  When  a  self-contained 
breathing  apparatus  is  approved  as  per¬ 
missible,  the  Bureau  will  announce  that 
such  approval  has  been  granted  and  may 
thereafter  conduct  from  time  to  time,  in 
its  discretion,  public  demonstrations  of 
the  tests  on  approved  self-contained 
breathing  apparatus.  Those  who '  at¬ 
tend  any  pent  of  the  investigation,  or  any 
public  demonstration,  shall  be  present 
solely  as  observers;  the  conduct  of  the 
investigation  and  of  any  public  demon¬ 
stration  shall  be  controlled  wholly  by  the 
Bureau’s  personnel.  Results  of  chemical 
analyses  and  all  information  contained  in 
the  drawings,  specifications,  and  instruc¬ 
tions  shall  be  deemed  confidential,  and 
the  Bureau  will  appropriately  safeguard 
them  against  disclosure. 

5.  A  new  paragraph  (k)  would  be  in¬ 
serted  in  §  11.2  to  read  as  follows: 

(k)  After  the  Bureau  has  considered 
the  results  of  the  investigation  and  suit¬ 
able  drawings  and  specifications  have 


been  placed  on  file,  the  Bureau  will  sup¬ 
ply  the  applicant  with  a  formal  written 
notification  of  approval  or  disapproval  of 
the  self-contained  breathing  apparatus. 

If  the  breathing  apparatus  meets  all  re¬ 
quirements  bf  this  part,  the  notification 
will  not  be  accompanied  by  test  data  or 
detailed  results  of  tests.  If  the  appara¬ 
tus  fails  to  meet  any  requirements  of  this 
part,  the  notification  will  be  accom¬ 
panied  by  details  of  the  failure,  with  a 
view  to  possible  remedying  of  the  de¬ 
fect  or  defects  in  self-contained  breath¬ 
ing  apparatus  submitted  for  testing  and 
approval  in  the  future.  Results  of  tests 
of  self-contained  breathing  apparatus 
that  fail  to  me^t  the  requirements  will 
not  be  made  public  by  the  Bureau. 

6.  Paragraphs  (1)  and  (m)  of  §  11.2 
would  be  deleted. 

7.  Paragraphs  (n)  and  (o)  of  §  11.2 
would  become  new  paragraphs  (1)  and 
(m),  respectively. 

8.  Subparagraph  (1)  of  paragraph*  (e) 
of  §  11.3  would  be  amended  to  read  as 
follows: 

(e)  (1)  For  an  apparatus  in  which  the 
expired  air  is  recirculated  and  in  which 
a  mouth-breathing  device,  a  supply  of 
compressed  oxygen,  and  a  separate  re¬ 
generator  are  utilized,  the  regenerating 
material  shall  absorb  carbon  dioxide 
from  the  expired  air  to  the  extent  that 
not  more  than  2  *72  percent  of  carbon  di¬ 
oxide  is  preSent  in  the  inspired  air  at 
any  time.  The  average  carbon  dioxide 
content  shall  not  exceed  1  percent 
throughout  the  test,  as  determined  by 
analyses  of  air  samples  obtained  as  close 
as  practicable  to  the  point  of  inspiration 
and  at  uniform  time  intervals. 

9.  A  new  paragraph  (e)  (2)  would  be 
inserted  in  §  11.3,  as  follows: 

(2)  For  an  apparatus  in  which  expired 
air  is  recirculated  and  in  which  a  face- 
piece,  a  supply  of  compressed  oxygen, 
and  a  separate  regenerator  are  utilized 
the  r^enerating  material  shall  absorb 
carbon  dioxide  from  the  expired  air  to 
the  extent  that  not  more  than  2^^  per¬ 
cent  of  carbon  dioxide  is  present  in  the 
inspired  air  at  any  time.  The  average 
carbon  dioxide  content  shall  not  exceed 
2  percent  throughout  the  test,  deter¬ 
mined  by  analyses  of  air  samples  taken 
from  within  the  facepiece  as  close  as 
practicable  to  the  nose  and  mouth  of  the 
wearer  and  at  imiform  time  intervals. 
Air  samples  will  be  taken  only  when  the 
wearer  is  inhaling. 

10.  Former  paragraph  (e)  (2)  of  §11.3 
would  become  (e)  (3)  and  would  be 
amended  to  read  as  follows: 

(3)  For  an  oxygen-generating  appa¬ 
ratus  utilizing  a  mouth-breathing  device 
in  which  the  expired  air  is  recirculated 
and  wherein  a  chemical  change  is  ef¬ 
fected  so  that  carbon  dioxide  is  absorbed 
concurrently  with  generation  of  oxygen 
within  the  oxygen  generator,  the  absor¬ 
bent  shall  absorb  carbon  dioxide  from 
the  expired  air  to  the  extent  that  not 
more  than  2V^  percent  of  carbon  dioxide 
is  present  in  the  inspired  air  at  any  time. 
The  average  carbon  dioxide  content  shall 
not  exceed  1  percent  throughout  the 
test,  determined  by  analyses  of  air  sam¬ 
ples  taken  as  close  as  practicable  to  the 


point  of  inspiration  and  at  uniform  time 
intervals. 

11.  A  new  paragraph  (e)  (4)  would  be 
inserted  in  §  11.3,  as  follows: 

(4)  For  an  oxygen-generating  appa¬ 
ratus  utilizing  a  facepiece  in  which  the 
expired  air  is  recirculated  and  wherein 
a  chemical  change  is  effected  so  that 
carbon  dioxide  is  absorbed  concurrently 
with  generation  of  oxygen  within  the 
oxygen  generator,  the  absorbent  shall 
absorb  carbon  dioxide  from  the  expired 
air  to  the  extent  that  not  more  than  2y2 
percent  of  carbon  dioxide  is  present  in 
the  inspired  air  at  any  time.  The  aver¬ 
age  carbon-dioxide  content  shall  not 
exceed  2  percent  throughout  the  test, 
determined  by  analyses  of  air  samples 
taken  from  within  the  facepiece  as  close 
as  practicable  to  the  nose  and  mouth  of 
the  wearer  and  at  uniform  time  inter¬ 
vals.  Air  samples  shall  be  taken  only 
when  the  wearer  is  inhaling. 

12.  Paragraph  (q)  of  §  11.4  would  be 
amended  to  read  as  follows: 

(q)  Apparatus  equipped  with  a  mouth¬ 
breathing  device  or  a  facepiece  shall  be 
provided  with  an  adequate  saliva  or 
moisture  trap  and  release  valve  at  the 
exhalation  side  of  the  inhalation  and  ex¬ 
halation  valve  assembly,  and  shall  be  so 
designed  that  while  the  saliva  or  mois¬ 
ture  trap  and  release  valve  are  function¬ 
ing,  no  atmosphere  external  thereto  can 
be  drawn  into  the  apparatus  during  in¬ 
halation. 

13.  Subparagraph  (2)  of  paragraph 
(s)  of  §  11.4  would  be  amended  to  read 
as  follows: 

(2)  'The  eyepieces  shall  be  of  non¬ 
shatter  type  and  located  to  provide  a 
satisfactory  field  of  vision  for  persons 
of  widely  varying  facial  dimensions  and 
contours.  Air  or  oxygen  shall  enter  the 
facepiece  and  be  directed  across  the  eye¬ 
pieces  to  reduce  precipitation  or  accu¬ 
mulation  of  moisture.  The  lenses  shall 
be  treated  with  an  effective  fog-prevent¬ 
ing  solution  that  is  nonirritating,  odor¬ 
less,  and  nonfiammable. 

14.  New  subparagraphs  (5)  and  (6) 
would  be  added  to  paragraph  (s)  of 
§  11.4,  as  follows: 

(5)  A  facepiece,  used  as  a  supple¬ 
mental  attachment  complete  with  in¬ 
halation-  and  exhalation-valve  assem¬ 
bly  and  breathing  tubes,  shall  not  ex¬ 
ceed  a  total  weight  of  3  pounds. 

(6)  Th^  facepiece  shall  be  distinc¬ 
tively  and  permanently  marked  to  iden¬ 
tify  it  as  a  supplemental  part  of  a  spe¬ 
cific  t3q>e  of  self-contained  breathing 
apparatus. 

15.  The  first  sentence  of  the  4th  para¬ 
graph  of  §  11.5  would  be  amended  to 
read  as  follows:  “Samples  of  air  from 
an  apparatus  in  which  air  is  recirculated 
and  which  utilizes  a  mouth-breathing 
device  shall  be  taken  from  the  inhala¬ 
tion  side  of  the  circulatory  system  as 
close  as  possible  to  the  mouthpiece  or 
face  attachment.  Samples  of  air  from 
a  regenerating-  or  recirculating-type 
apparatus  utilizing  a  facepiece  shall  be 
taken  from  the  interior  of  the  facepiece 
as  close  as  possible  to  the  nose  and 
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mouth  of  the  wearer  and  shall  be  taken 
only  when  the  wearer  is  inhaling.” 

16.  Section  11.13  would  be  amended  to 
read  as  follows: 

§  11.13  Fees  for  testing  self-contained 
breathing  apparatus. 


Appara¬ 
tus  with 

Oxypen- 
penerat- 
ing  ap¬ 
paratus 

Demand- 

separate 

type  ap- 

regener¬ 

ator 

paratus 

Complote  2-hour  self-con¬ 
tained  breathlns?  appa¬ 
ratus  inspection  and 

tests . 

Complete  1-hour  self-con¬ 
tained  breathing  appa- 
nitus  inspection  and 

tests . 

Complete  ?4-hour  self-con¬ 
tained  breathing  appa¬ 
ratus  inspection  and 

tests . 

Complete  Vi-hour  self-con¬ 
tained  breathing  appa¬ 
ratus  inspection  and 

tests . 

Separate  preliminary  2- 
hour  apjwratus  inspec¬ 
tion  and  tests . 

Separate  preliminary  1- 
hour  apparatus  inspec¬ 
tion  and  tests . 

Separate  preliminary  Vi- 
hour  apparatus  inspec¬ 
tion  and  tests...’ . 

Separate  preliminary  Vi- 
hour  apparatus  inspec¬ 
tion  and  tests . 

Separate  supplementary 

facepiece  assembly . 

Separate  regenerator  2- 
hour  apparatus  inspec¬ 
tion  and  tests . 

Separate  regenerator  1- 
hour  apparatus  inspec¬ 
tion  and  tests . 

Separate  regenerator  ?4- 
hour  apparatus  inspec¬ 
tion  and  tests.’. . 

Separate  regenerator  Vi- 
hour  apparatus  inspec¬ 
tion  and  tests . 

Special  reducing  valve  In¬ 
spection  and  tests,  all 

models . . . 

Separate  auxiliary  parts 
inspection  and  tests, 
each  part . . 


$1,500 

$1,500 

$1,500 

1, 390 

1,390 

1,390 

1,390 

1,390 

1,390 

1,390 

1,390 

1,390 

230 

230 

230 

230 

230 

230 

230 

2o0 

230 

230 

230 

230 

230 

230 

165 

165 

•165 

165 

165 

165 

165 

no 

no 

no 

Fees  for  testing  unusually  complicated 
types  of  self-contained  breathing  appa¬ 
ratus  and  for  extensions  of  approval  will 
be  based  on  the  actual  cost  of  testing,,  as 
determined  by  the  Bureau  of  Mines  in 
advance;  the  applicant  will  be  notified 
and  the  fees  paid  before  the  tests  are 
begun. 

17.  Section  11.14  would  be  deleted. 

Douglas  McKay, 

Secretary  of  the  Interior. 

November  23, 1955. 

IP.  R.  Doc.  65-9610;  Filed,  Nov.  30,  1955; 

8:47  a.  m.] 


DEPARTMENT  OF  AGRICULTURE 

Agricultural  Marketing  Service 
[  7  CFR  Part  903  1 

[Docket  No.  AO-10-A19] 

Milk  in  St.  Louis,  Mo.,  Marketing  Area 

DECISION  WITH  RESPECT  TO  PROPOSED  MAR¬ 
KETING  AGREEMENT  AND  PROPOSED  ORDER 
AMENDING  ORDER,  AS  AMENDED 

Pursuant  to  the  provisions  of  the 
Agricultural  Marketing  Agreement  Act 
of  1937,  as  amended  (7  U.  S.  C.  601  et 
seq.),  and  the  applicable  rules  of  prac¬ 


tice  and  procedure,  as  amended,  govern¬ 
ing  proceedings  to  formulate  marketing 
agreements  and  marketing  orders  (7 
CFR  Part  900),  a  public  hearing  was 
conducted  at  St.  Louis,  Missouri,  on  Oc¬ 
tober  25,  1955. 

Upon  the  basis  of  the  evidence  intro¬ 
duced  at  the  hearing  and  the  record, 
thereof,  the  Deputy  Administrator,  Agri¬ 
cultural  Marketing  Service,  on  Novem¬ 
ber  18, 1955,  filed  with  the  Hearing  Clerk, 
United  States  Department  of  Agricul¬ 
ture,  his  recommended  decision  with 
respect  to  issues  of  this  proceeding.  The 
recommended  decision  including  notice 
of  an  opportunity  to  file  written  excep¬ 
tions  thereto  was  published  in  the  Fed¬ 
eral  Register  on  November  19,  1955  (20 
F.  R.  8574). 

The  material  issues,  findings  and  con¬ 
clusions,  and  general  findings  of  the 
recommended  decision  (20  F.  R.  8574; 
Doc.  55-9369)  are  hereby  approved  and 
adopted  by  this  decision  as  is  set  forth 
in  full  herein. 

Ruling  on  exceptions.  Within  the 
period  reserved  for  exceptions,  interested 
parties  filed  exceptions  to  certain  of  the 
findings,  conclusions  and  actions  recom¬ 
mended  by  the  Deputy  Administrator. 
In  arriving  at  the  findings,  conclusions 
and  regulatory  provisions  of  this  deci¬ 
sion,  each  of  such  exceptions  was  care¬ 
fully  and  fully  considered  in  conjunction 
with  the  record  evidence  pertaining 
thereto.  To  the  extent  that  the  find¬ 
ings,  conclusions,  and  -actions  decided 
upon  herein  are  at  variance  with  the 
exceptions,  such  exceptions  are  over¬ 
ruled. 

Determination  of  representative  pe¬ 
riod.  The  month  of  October  1955,  is 
hereby  determined  to  be  the  representa¬ 
tive  period  for  the  purpose  of  ascertain¬ 
ing  whether  the  issuance  of  an  order 
amending  the  order,  as  amended,  regu¬ 
lating  the  handling  of  milk  in  the  St. 
Louis,  Missouri,  marketing  area  in  the 
manner  set  forth  in  the  attached 
amending  order  is  approved  or  favored 
by  producers-  who  during  such  period 
were  engaged  in  the  production  of  milk 
for  sale  in  the  marketing  area  specified 
in  such  marketing  order,  as  amended. 

Marketing  agreement  and  order.  An¬ 
nexed  hereto  and  made  a  part  hereof  are 
two  documents  entitled  respectively 
“Marketing  Agreement  Regulating  the 
Handling  of  Milk  in  the  St.  Louis,  Mis¬ 
souri,  Marketing  Area,”  and  “Order 
Amending  the  Order  as  Amended,  Regu¬ 
lating  the  Handling  of  Milk  in  the  St. 
Louis,  Missouri,  Marketing  Area”,  which 
have  been  decided  upon  as  the  detailed 
and  appropriate  means  of  effectuating 
the  foregoing  conclusions.  These  docu¬ 
ments  shall  not  become  effective  unless 
and  until  the  requirements  of  §  900.14  of 
the  rules  of  practice  and  procedure,  as 
amended,  governing  proce^ings  to  for¬ 
mulate  marketing  agreements  and 
orders  have  been  met. 

It  is  hereby  ordered.  That  all  of  this 
decision  except  the  attached  marketing 
agreement  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  attached 
Order  which  will  be  published  with  this 
decision. 


This  decision  filed  at  Washington, 
D.  C.,  this  25th  day  of  November  1955. 

[seal]  Earl  L.  Butz, 

Assistant  Secretary  of  Agriculture. 

Order  ^  Amending  the  Order,  as  Amend¬ 
ed,  Regulating  the  Handling  of  Milk  in 
the  St.  Louis,  Missouri,  Marketing  Area 

§  903.0  Findings  and  determinations. 
The  fiindings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  and 
in  addition  to  the  findings  and  determi¬ 
nations  previously  made  in  connection 
with  the  issuance  of  the  aforesaid  order 
and  of  the  previously  issued  amendments 
thereto;  and  all  of  said  previous  findings 
and  determinations  are  hereby  ratified 
and  affirmed,  except  insofar  as  such 
findings  and  determinations  may  be  in 
confiict  with  the  findings  and  determina¬ 
tions  set  forth  herein. 

(a)  Findings  upon  the  basis  of  the 
hearing  record.  Pursuant  to  the  provi¬ 
sions  of  the  Agricultural  Marketing 
Agreement  Act  1937,  as  amended 
(hereinafter  referred  to  as  the  “act”)  (7 
U.  S.  C.  601  et  seq.),  and  the  rules  of 
practice  and  procedure  governing  the 
formulation  of  marketing  agreements 
and  marketing  orders  (7  CFR  Part  900) 
a  public  hearing  wgs  held  upon  certain 
proposed  amendments  to  the  tentative 
marketing  agreement  and  to  the  order, 
as  amended,  regulating  the  handling  of 
milk  in  the  St.  Louis,  Missouri,  market¬ 
ing  area.  Upon  the  basis  of  the  evidence 
introduced  at  such  hearing  and  the  rec¬ 
ord  thereof,  it  is  found  that: 

( 1 )  The  said  order,  as  amended,  and  as 
hereby  further  amended,  and  all  of  the 
terms  and  conditions  of  said  order,  as 
amended,  and  as  hereby  further  amend¬ 
ed,  will  tend  to  effectuate  the  declared 
policy  of  the  act: 

(2)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  Section  2  of  the  act 
are  not  reasonable  in  view  of  the  price  of 
feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  marketing  area,  and  the  minimum 
prices  specified  in  the  order,  as  amended, 

"and  as  hereby  further  amended,  are  such 
prices  as  will  reflect  the  aforesaid  fac¬ 
tors,  insure  a  sufficient  quantity  of  pure 
and  wholesome  milk,  and  be  in  the  public 
interest;  and 

(3)  The  said  order,  as  amended,  and 
as  hereby  further  amended,  regulates  the 
handling  of  milk  in  the  same  manner  as, 
and  is  applicable  only  to  persons  in  the 
respective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in  a  marketing 
agreement  upon  which  hearings  have 
been  held. 

Order  relative  to  handling.  It  is  there¬ 
fore  ordered,  that  on  and  after  the  ef¬ 
fective  date  hereof  the  handling  of  milk 
in  the  St.  Louis,  Missouri,  marketing 
area  shall  be  in  conformity  to  and  in 
compliance  with  the  terms  and  condi¬ 
tions  of  the  aforesaid  order,  as  amended, 
and  as  hereby  further  amended,  and  the 


1  This  order  shall  not  become  effective  un¬ 
less  and  until  the  requirements  of  S  900.14  of 
the  rules  of  practice  and  procedure,  as  amend¬ 
ed,  governing  proceedings  to  formulate  mar¬ 
keting  agreements  and  .orders  have  been  met. 
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aforesaid  order,  as  amended,  is  hereby 
further  amended  as  follows: 

1.  Add  to  S  903.51  (a)  (2)  the  foUow- 
ing  proviso:  Provided,  That  for  the 
months  of  April  1956  through  June  1956, 
such  rates  shall  be  4  cents,  and  for  all 
other  months  from  the  effective  date 
hereof  through  August  1956  such  rate 
shall  be  5  cents.” 

2.  Amend  §  903.51  (a)  (3)  to  lead  as 
follows: 

(3)  For  each  month  calculate  a  uti> 
lization  percentage  by  (i)  dividing  the 
net  pouiids  of  Class  I  milk  disposed  of 
from  all  pool  plants  (except  non-Grade 
A  milk  disposed  of  outside  the  market¬ 
ing  area  and  allocated  to  other  source 
milk)  plus  the  Class  I  milk  disposed  of 
in  the  marketing  area  from  nonpool 
plants,  all  for  the  12-month  period  end¬ 
ing  with  the  beginning  of  the  preceding 
month,  into  the  total  pounds  of  producer 
milk  during  such  12-month  period,  (ii) 
multiplying  by  100,  (iii)  adding  or  sub¬ 
tracting,  respectively,  any  amount  by 
which  such  result  is  greater  or  less  than 
a  comparable  12-month  utilization  per¬ 
centage  as  computed  for  the  third  month 
preceding,  and  (iv)  rounding  the  re¬ 
sultant  ^ure  to  the  nearest  whole 
percent. 

[F.  R.  Doc.  65-9629;  Filed,  Nov.  30,  1955; 

8:50  a.  m.] 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

Utah  ^ 

NOnCK  or  PROPOSED  WITHDRAWAL  AND 
RESERVATION  OF  LANDS;  AMENDMENT 

Notice  of  Proposed  Withdrawal  and 
Reservation  of  Lands  dated  September 
19,  1955,  identified  as  F.  R.  Doc.  55-7845, 
filed  September  28,  1955,  8:46  a.  m.  and 
appearing  in  the  Federal  Register  of 
September  29,  1955,  page  7273,  is 

amended  to  include: 

Salt  Lake  Meridian 
T.  4  N..  R.  14V4  W.  All. 

Wm.  N.  Andersen, 
State  Supervisor. 

[F.  R.  Doc.  65-9608;  Filed.  Nov.  30,  1955; 
8:47  a.  m.] 


Utah 

NOTICE  OF  PROPOSED  WITHDRAWAL  AND 
RESERVATION  OF  LANDS;  CORRECTION 

Notice  of  Proposed  Withdrawal  and 
Reservation  of  Lands,  No.  15  (A-2)  Utah, 
dated  September  19,  1955,  identified  as 
F.  R.  Doc.  55-7844,  filQd  September  28, 
1955,  8:46  a.  m.  and  appearing  in  the 
Federal  Register  of  September  29,  1955, 
page  7273,  is  corrected  as  follows: 

The  first  paragraph  reading:  “An  ap¬ 
plication,  serial  number  Utah  013925,  for 
the  withdrawal  from  prospecting,  loca¬ 
tion,  entry  or  purchase  under  the  mining 


PROPOSED  RULE  MAKING 
[  7  CFR  Part  937  ] 

« [AO-264] 

Celery  Grown  in  Florida 

DETERMINATIONS  ON  RESULTS  OF  REFEREN¬ 
DUM  ON  PROPOSED  MARKETING  ORDER 

Pursuant  to  the  Agricultural  Market¬ 
ing  Agreement  Act  of  1937,  as  amended 
(48  Stat.  31,  as  amended;  7  U.  S.  C.  601 
et  seq.;  68  Stat.  906,  1047),  and  the  ap¬ 
plicable  rules  of  practice  and  procedure 
governing  proceedings  to  formulate  mar¬ 
keting  agreements  and  marketing  orders 
(7  CFR  Part  900;  19  F.  R.  57),  a  public 
hearing  was  held  at  Winter  Haven,  Flor¬ 
ida,  on  March  28-31,  1955,  pursuant  to 
notice  thereof  which  was  published  in 
the  Federal  Register  (20  F.  R.  1217) 
upon  proposed  Marketing  Agreement  No. 
124  and  proposed  Marketing  Order  No. 
37  (hereinafter  referred  to  as  the  “or¬ 
der”)  regulating  the  handling  of  celery 
grown  in  Florida.  The  recommended  de¬ 
cision  (20  F.  R.  6171)  of  the  Deputy 
Administrator.  Agricultural  Marketing 
Service,  and  the  decision  (20  F.  R.  7997) 
of  the  Assistant  Secretary  of  Agriculture 
setting  forth  a  proposed  marketing 
agreement  and  order  as  the  appropriate 
and  detailed  means  for  effectuating  the 
declared  policy  of  the  Agricultural  Mar¬ 


keting  Agreement  Act  of  1937,  as  amend¬ 
ed,  were  published  in  the  Federal  Reg- 
ister  on  August  24.  1955.  and  October 
25,  1955,  respectively.  The  Assistant 
Secretary  also  issued  an  order  (20  F.  R. 
8018)  directing  that  a  referendum  be 
conducted  among  producers  of  celery 
grown  in  Florida  to  determine  whether 
the  requisite  majority  of  such  producers 
approve  or  favor  the  issuance  of  the 
proposed  marketing  order. 

It  is  hereby  determined,  on  the  basis 
of  the  results  of  the  referendum  con¬ 
ducted  pursuant  to  the  aforesaid  refer¬ 
endum  order,  that  the  issuance  of  the 
proposed  marketing  order  regulating  the 
handling  of  celery  grown  in  Florida  is 
approved  or  favored  by  only  47  percent 
of  the  producers  who  voted  in  the  afore¬ 
said  referendum. 

It  is  therefore  determined  that  the 
proposed  marketing  order  set  forth  in  the 
Assistant  Secretary’s  decision  of  October 
20.  1955  (20  F.  R.  8012),  shaU  not  be 
made  effective. 

Done  at  Washington,  D.  C.,  this  25th 
day  of  November  1955. 

[seal]  Earl  L.  Butz, 

Assistant  Secretary. 

[P.  R.  Doc.  55-9628;  Piled.  Nov.  30.  1955; 

8:50  a.  m.] 


NOTICES 


laws  of  the  lands  described  below  was 
filed  on  November  24, 1954  by  the  Atomic 
Energy  Commission.  The  purpose  of 
the  withdrawal:  for  use  by  the  Atomic 
Energy  Commission,”  is  hereby  corrected 
to  read  as  follows:  “An  application, 
serial  number  Utah  013925,  for  the  with¬ 
drawal  from  all  forms  of  disposal  under 
the  public  land  laws,  including  the  min¬ 
ing  and  mineral  leasing  laws,  of  the 
lands  described  below  was  filed  on 
November  24,  1954  by  the  Atomic 
Energy  Commission.  The  purpose  of 
the  withdrawal:  for  use  by  the  Atomic 
Energy  Commission.” 

Wm.  N.  Andersen, 
State  Supervisor. 

[P.  R.  Doc.  65-9609;  Piled,  Nov.  30, ’1955; 

8:47  a.  m.] 

DEPARTMENT  OF  AGRICULTURE 

Office  of  the  Secretary 

North  Carolina 

disaster  assistance;  delineation  of  area 
AND  designation  OF  COUNTIES 

Pursuant  to  Public  Law  875,  the  Presi¬ 
dent  determined  on  August  13  and  Au¬ 
gust  19,  1955,  that  tnajor  disasters  oc¬ 
casioned  by  hurricanes  existed  in  the 
State  of  North  Carolina. 

Pursuant  to  the  authority  delegated 
to  me  by  the  Administrator,  Federal  Civil 
Defense  Administration  (18  F.  R.  4609; 
19  F.  R.  2148;  19  F.  R.  5364;  and  20  F.  R. 
4664) ,  and  for  the  purposes  of  section  2 
(d)  of  Public  Law  38,  81st  Congress,  as 


amended  by  Public  Law  115,  83d  Con¬ 
gress,  and  Section  301  of  Public  Law  480, 
83d  Congress,  the  following  named 
coimties  in  the  State  of  North  Carolina 
were  on  November  23,  1955,  determined 
to  be  the  area  affected  by  the  major 
disasters  of  hurricanes  for  said  purposes; 

North  Carolina 

Onslow  and  Pender. 

Done  at  Washington,  D.  C.,  this  25th 
day  of  November  1955. 

[seal]  Trite  D.  Morse, 

Acting  Secretary. 

[P.  R.  Doc.  65-9626;  PUed,  Nov.  30,  1955; 

8:49  a.  m.] 


Utah 

DISASTER  assistance;  DELINEATION  AND 
CERTIFICATION  OF  ADDITIONAL  COUNTIES 
CONTAINED  IN  DROUGHT  AREAS 

Pursuant  to  Public  Law  875,  81st  Con¬ 
gress  (42  U.  S.  C.  1855  et  seq.) ,  the  Presi¬ 
dent  determined  on  October  19,  1954, 
that  *a  major  disaster  occasioned  by 
drought  existed  in  the  State  of  Utah. 

Pursuant  to  the  authority  delegated 
to  me  by  the  Administrator,  Federal 
Civil  Defense  Administration  (18  F.  R. 
4609;  19  F.  R.  2148;  19  F.  R.  5364;  and 
20  F.  R.  4664),  and  for  the  purposes  of 
section  2  (d)  of  Public  Law  38,  81st  Con¬ 
gress,  as  amended  by  Public  Law  115,  83d 
Congress,  and  section  301  of  Public  Law 
480,  83d  Congress,  the  Coimties  of  Dag¬ 
gett,  Emery,  and  a  portion  of  Box  Elder 


Thursday,  December  1,  1955 


FEDERAL  REGISTER  ' 


8835 


County,  Utah,  were  on  December  6, 1954, 
determined  to  be  the  area  affected  by  the 
major  disaster  by  drought.  Pursuant  to 
the  aforesaid  delegations,  the  /delinea¬ 
tion  and  certification  of  counties  in  the 
drought  areas  described  above,  is  hereby 
amended  by  adding  that  part  of  Box 
Elder  County  north  of  the  right-of-way 
of  the  Southern  Pacific  Railroad  running 
through  Lucin,  Utah,  and  west  of  range 
10. 

Done  at  Washington,  D.  C.,  this  25th 
day  of  November  1955. 

[seal]  True  D.  Morse, 

Acting  Secretary. 

Ph  R.  Doc,  65-9627;  Piled,  Nov.  30,  1955; 

8:49  a.  m.] 

DEPARTMENT  OF  HEALTH,  EDU¬ 
CATION,  AND  WELFARE 

Office  of  the  Secretary 

[Delegation  8-1  *] 

Surplus  Real  Property  and  Related 
Personal  Property 

DELEGATION  RELATING  TO  DISPOSAL  AND 

UTILIZATION  FOR  HEALTH  .AND  EDUCA¬ 
TIONAL  PURPOSES 

1.  Each  Regional  Director,  except  the 
Regional  Director  in  Region  VUI,  with 
respect  to  disposal  and  utilization  for 
health  and  educational  purposes  of  sur¬ 
plus  real  property  and  related  personal 
property  located  within  his  jurisdiction, 
is  authorized; 

(a)  To  execute  deeds,  contracts  of 
sale,  and  all  instruments  incident  or 
corollary  to  the  transfer  of  land  and 
improvements  thereon  where  the  acqui¬ 
sition  and  improvement  cost  of  the  prop¬ 
erty  was  $150,000  or  less; 

(b)  To  execute  instruments  in  mod¬ 
ification  of  previous  transfers  where  the 
acquisition  and  improvement  cost  of  the 
land  and  improvements  thereon  involved 
in  the  modification  action  was  $150,000 
or  less; 

(c)  To  execute  ,  all  Instruments  with 
respect  to  land  and  improvements 
thereon  where  the  acquisition  and  im¬ 
provement  cost  exceeded  $150,000,  where 
the  Division  of  Surplus  Property  Utili¬ 
zation  specifically  authorizes  closing  of 
the  transaction  by  the  Regional  Office; 

(d)  To  execute  all  instruments  relat¬ 
ing  to  the  transfer  of  improvements  for 
removal  and  use  away  from  the  site; 
and 

(e)  To  execute  all  modifying  or  re¬ 
transfer  instruments  affecting  improve¬ 
ments  originally  disposed  of  for  removal 
and  use  away  from  the  site. 

2.  The  Regional  Director  of  Region 
IX,  with  respect  to  property  located 
within  the  states  comprising  Region 
VIII,  shall  exercise  the  authority  as 
above  delegated. 

Dated:  November  25,  1955, 

[seal]  M.  B.  Folsom, 

Secretary. 

[P.  R.  Doc.  55-9604;  Piled.  Nov.  30.  1955; 

8:45  a.  m.) 


*  Supersedes  Delegation  8-1  dated  Pebruary 
8,  1951. 


[Delegation  8-2 1] 

Surplus  Real  Property  and  Related 
Personal  Property 

delegation  relating  to  disposal  and 

utilization  for  health  and  educa¬ 
tional  purposes 

1.  The  surplus  property  utilization 
program  representative  in  each  region, 
except  for  Region  I  and  vni,  is  the 
Regional  Property  Coordinator.  The 
Regional  Property  Coordinators  in  Re¬ 
gion  n  and  Region  IX  shall  serve  as 
program  representatives  in  Region  I  and 
Region  VIII,  respectively. 

2.  Each  Regional  Property  Coordina¬ 
tor,  with  respect  to  the  disposal  for 
health  and  educational  purposes  of  sur¬ 
plus  real  property  and  related  personal 
property  within  his  jurisdiction,  is  au¬ 
thorized: 

(a)  To  request  and  accept  assignments 
from  Federal  agencies  of : 

(1)  Improvements  for  removal  and  use 
away  from  the  site;  and 

(2)  Land  and  improvements  thereon 
where  the  acquisition  and  improvement 
cost  of  the  property  was  $150,000  or  less; 

■  (b)  Consistent  with  the  ixilicies  and 
procedures  set  forth  in  applicable  regu¬ 
lations  of  the  Department,  to  make  de¬ 
terminations  incident  to  the  disposal  of 
assigned  property  described  in  2  (a)  (1) 
and  2  (a)  (2  )  above; 

(c)  To  issue  and  execute  licenses  and 
interim  permits  affecting  assigned  prop¬ 
erty  described  in  2  (a)  (1)  and  2  (a)  (2) 
above; 

(d)  To  execute  instruments  of  transfer 
relating  to  property  described  in  2  (a) 
(1)  above; 

(e)  To  execute  instruments  necessary 
to  carry  out  actions  incident  or  corollary 
to  the  health  or  educational  transfer  of 
property  described  in  2  (a)  (2)  above; 

(f)  Except  for  execution  of  instru¬ 
ments  of  conveyance  to  the  health  or 
educational  transferee,  to  take  all  action 
with  respect  to  land  and  improvements 
thereon  where  the  acquisition  and  im¬ 
provement  cost  exceede(i  $150,000,  where 
the  Division  of  Surplus  Property  Utiliza¬ 
tion  specifically  authorizes  closing  of  the 
transaction  by  the  Regional  Office; 

(g)  Incident  to  the  exercise  of  the  au¬ 
thority  hereinbefore  provided,  to  receive 
remittances  and  performance  guarantee 
deposits  and  bonds,  to  request  refunds  or 
payments,  and  to  request  forfeiture  or 
release  of  performance  bonds. 

3.  From  the  foregoing  delegation  there 
is  reserved  to  the  Division  of  Surplus 
Property  Utilization  authority  to  request 
and  accept  assignments  of  property  from 
Federal  agencies  whose  disposal  author¬ 
ity  is  exempted  from  the  provisions  of 
the  Federal  Property  and  Administrative 
Services  Act  of  1949,  as  amended,  by  sec¬ 
tion  602  (d)  thereof. 

4.  Each  Regional  Property  Coordina¬ 

tor,  with  respect  to  property  within  his 
jurisdiction  previously  disposed  of  for 
health  and  educational  purposes,  is 
authorized;  ' 

(a)  Consistent  with  the'  policies  and 
procedures  set  forth  in  applicable  regu¬ 
lations  of  the  Department,  to  make  de- 


1  Supersedes  Delegation  8-2  dated  Pebru¬ 
ary  8,  1951. 


terminations  concerning  the  utilization 
and  the  enforcement  of  compliance  with 
the  terms  and  conditions  of  disposal  of: 

(1)  Improvements  for  removal  and 
use  away  from  the  site;  and 

(2)  Land  and*  improvements  thereon 
where  the  acquisition  and  improvement 
cost  of  the  property  involved  in  the 
current  action  was  $150,000  or  less; 

(b)  To  accept  voluntary  reconvey¬ 
ances  and  to  effect  reverter  of  title  to 
land  and  improvements  located  thereon, 
without  regard  to  acquisition  cost; 

(c)  To  report  to  General  Services  Ad¬ 
ministration  revested  properties  excess  to 
program  requirements  in  accordance 
with  applicable  regulations; 

(d)  To  take  all  action  with  respect  to 
land  and  improvements  thereon  where 
the  acquisition  and  improvement  cost  of 
the  property  involved  in  the  current 
action  exceeded  $150,000,  where  thfe  Di¬ 
vision  of  Surplus  Property  Utilization 
specifically  authorizes  closing  of  the 
transaction  by  the  Regional  Office; 

(e)  To  execute  instruments  necessary 
to  carry  out  or  incident  to  the  exercise 
of  the  authority  delegated  in  this  para¬ 
graph; 

(f)  Incident  to  the  exercise  of  the 
authority  delegated  in  this  paragraph,  to 
receive  remittances  and  performance 
guarantee  deposits  and  bonds,  to  re¬ 
quest  refunds  or  payments,  and  to  re¬ 
quest  forfeiture  or  release  of  perform¬ 
ance  bonds. 

Dated:  November  25, 1955. 

[seal]  -M.  B.  Folsom, 

Secretary. 

[P.  R.  Doc.  55-9605;  Piled,  Nov.  30,  1956; 

8:46  a.  m.] 


[Delegation  8-3] 

Surplus  Personal  Property 

DELEGATION  RELATING  TO  ALLOCATION  AND 

UTILIZATION  FOR  HEALTH  AND  EDUCA¬ 
TIONAL  PURPOSES 

1.  The  surplus  property  utilization 
program  representative  in  each  region, 
except  for  Regions  I  and  Vin,  is  the  Re¬ 
gional  Property  Coordinator.  The  Re¬ 
gional  Property  Coordinators  in  Region 
II  and  Region  IX  shall  serve  as  program 
representatives  in  Region  I  and  Region 
VUI,  respectively. 

2.  Each  Regional  Property  Coordina¬ 
tor,  with  respect  to  the  allocation  for 
donation  for  health  and  educational 
purposes  of  surplus  personal  property 
located  within  his  jurisdiction,  is  au¬ 
thorized: 

(a)  To  make  determinations,  consist¬ 
ent  with  the  policies  and  procedures  set 
forth  in  applicable  regulations  of  the 
Department,  concerning  the  usability  of 
and  need  for  surplus  personal  property 
by  health  or  educational  Institutions; 

(b)  To  allocate  surplus  personal  prop¬ 
erty  and  to  take  all  actions  necessary 
to  accomplish  donation  or  transfer  of 
property  so  allocated,  consistent  with 
the  policies  and  procedures  set  forth  in 
applicable  regulations  of  the  Depsdrt- 
ment; 

(c)  To  certify  and  assign  Individuals 
designated  by  State  Agencies  as  State 
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representative  for  the  purpose  of 
screening  surplus  personal  property; 

(d)  To  execute  all  instruments,  docu¬ 
ments  and  forms  necessary  to  carry  out 
or  incident  to  exercise  of  any  of  the 
foregoing  authority.  • 

3.  Each  Regional  Property  Coordina¬ 
tor,  with  respect  to  personal  property 
located  within  his  juri^iction  previously 
donated  for  health  and  educational  pur¬ 
poses,  or  transferred  to  State  Agenc^ies 
for  subsequent  donation  for  such  pur¬ 
poses,  is  authorized; 

(a)  As  limited  by  subparagraphs  (b) 
and  (c)  hereof,  to  make  determinations 
and  take  actions  appropriate  thereto, 
consistent  with  the  policies  and  proce¬ 
dures  set  forth  in  applicable  regulations 
of  the  Department,  concerning  the  utili¬ 
zation  of  such  property,  including  re¬ 
transfer  and  the  enforcement  of  compli¬ 
ance  with  terms  and  conditions  which 
may  have  been  imposed  on  and  which 
are  currently  applicable  to  such  prop¬ 
erty; 

(b)  To  approve  sales  by  State  Agencies 
(1)  where  the  >  acquisition  cost  of  the 
items  listed  for  sale  does  not  exceed  $25,- 
000.00  and  (2)  as  the  Division  of  Surplus 
Property  Utilization  specifically  directs; 

(c)  To  approve  destruction  or  aban¬ 
donment  of  property  in  the  custody  of 
State  Agencies  after  a  determination  in 
writing  that  the  property  has  no  com¬ 
mercial  value  or  that  the  cost  of  care 
and  handling  would  exceed  the  esti¬ 
mated  proceeds  from  its  sale,  except  that 
where  the  acquisition  cost  of  the  prop¬ 
erty  was  more  than  $1,000  (estimated  if 
not  known) ,  the  determination  must  be 
approved  by  the  Division  of  Surplus 
Property  Utilization; 

(d)  To  execute  instnunents  necessary 
to  carry  out  or  incident  to  the  exercise 
of  the  authority  delegated  in  this  para¬ 
graph; 

(e)  Incident  to  the  exercise  of  the 
authority  delegated  in  this  paragraph, 
to  receive  remittance  and  to  request  re¬ 
funds  or  payments. 

4.  The  authority  herein  delegated,  or 
any  part  thereof,  may  be  redelegated  in 
writing  to  Assistant  Regional  Property 
Coordinators,  Compliance  Assistants,  or 
Administrative  Assistants. 

Dated:  November  25,  1955. 

[seal]  M.  B.  Folsom, 

Secretary. 

[P.  R.  Doc.  55-9606;  Piled,  Nov.  30.  1955; 

8:46  a.  m.] 


FEDERAL  POWER  COMMISSION 

[Docket  No.  G-8646] 

R.  T.  Boteler 

NOTICE  OP  APPLICATION  AND  DATE  OP 
HEARING 

November  25,  1955. 

Take  notice  that  R.  T.  Boteler  (Appli¬ 
cant),  an  individual  whose  address  is 
P.  O.  Box  1035,  Jackson,  Mississippi,  filed 
as  non-operator  on  March  21,  1955,  an 
application  for  a  certificate  of  public 
convenience  and  necessity  pursuant  to 
section  7  of  the  Natural  Gas  Act,  au¬ 
thorizing  Applicant  to  render  service  as 
hereinafter  described,  subject  to  the  jur- 


NOTICES 

isdiction  of  the  Commission,  all  as  more 
fully  represented  in  the  application 
which  is  on  file  with  the  Commission  and 
open  for  public  inspection. 

Applicant  proposes  to  sell  natural  gas 
In  interstate  commerce  from  production 
of  1*4  acres  in  Morgan  and  Norton  (Creo¬ 
sote  No.  2  Unit,  Pistol  Ridge  Field,  For¬ 
rest  and  Pearl  River  Counties,  Missis¬ 
sippi,  to  United  Gas  Pipe  Line  Company 
for  resale. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end; 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  on 
Wednesday,  January  4,  1956,  at  9:30 
a.  m.,  e.  s.  t.,  in  a  hearing  room  of  the 
Federal  Power  Commission,  441  G  Street 
NW.,  Washington,  D.  C.,  concerning  the 
matters  involved  in  and  the  issues  pre¬ 
sented  by  such  application:  Provided, 
however.  That  the  Commission  may, 
after  a  non-contested  hearing,  dispose 
of  the  proceedings  pursuant  to  the  pro¬ 
visions  of  section  1.30  (c)  (1)  or  (c)  (2) 
of  the  Commission’s  rules  of  practice  and 
procedure.  Under  the  procedure  herein 
provided  for,  unless  otherwise  advised, 
it  will  be  unnecessary  for  Applicant  to 
appear  or  be  represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.  C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  De¬ 
cember  14,  1955.  Failure  of  any  party 
to  appear  at  and  participate  in  the  hear¬ 
ing  shall  be  construed  as  waiver  of  and 
concurrence  in  omission  herein  of  the 
intermediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

[seal]  Leon  M.  Fuquay, 

Secretary. 

[F.  R.  Doc.  55-9614;  Filed,  Nov.  30,  1955; 

8:48  a.  m.] 


[Docket  No.  G-86501 
Evon  a.  Ford 

notice  of  application  and  date  of 

HEARING 

November  25,  1955. 

Take  notice  that  Evon  A.  Ford  (Appli¬ 
cant),  an  individual  whose  address  is 
P.  O.  Box  217,  Taylorsville,  Mississippi, 
filed  as  a  non-operator  on  March  23, 
1955,  an  application  for  a  certificate  of 
public  convenience  and  necessity  pursu¬ 
ant  to  section  7  of  the  Natural  Gas  Act, 
authorizing  Applicant  to  render  service 
as  hereinafter  described,  subject  to  the 
jurisdiction  of  the  Commission,  all  as 
more  fully  represented  in  the  application 
which  is  on  file  with  the  Commission  and 
open  for  public  inspection. 

Applicant  proposes  to  sell  natural  gas 
in  interstate  commerce  from  production 
of  40  acres  of  the  320-acre  Morgan  and 
Norton  Entriken  Gas  Unit  No.  1  and  80 
acres  of  the  320-acre  Sun  Oil  Company’s 


Federal  Creosote  Gas  Unit  No.  1,  both 
In  Forrest  Coimty,  Pistol  Ridge-Maxie 
Field,  Mississippi,  to  United  Gas  Pipe 
Line  Company  for  resale. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end; 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject  to 
the  jurisdiction  conferred  upon  the  Fed¬ 
eral  Power  Commission  by  sections  7  and 
15  of  the  Natural  Gas  Act,  and  the  Com¬ 
mission’s  rules  of  practice  and  procedure, 
a  hearing  will  be  held  on  Wednesday, 
January  4, 1956,  at  9:40  a.  m.,  e.  s.  t.,  in  a 
hearing  room  of  the  Federal  Power  CJom- 
mission,  441  G  Street  NW.,  Washington, 
D.  C.,  concerning  the  matters  involved 
in  and  the  issues  presented  by  such  appli¬ 
cation:  Provided,  however.  That  the 
Commission  may,  after  a  non-contested 
hearing,  dispose  of  the  proceedings  pur¬ 
suant  to  the  provisions  of  section  1.30 
(c)  (1)  or  (c)  (2)  of  the  Commission’s 
rules  of  practice  and  procedure.  Under 
the  procedure  herein  provided  for,  unless 
otherwise  advised,  it  will  be  unnecessary 
for  Applicant  to  appear  or  be  represented 
at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington.  25,  D.  C.,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10)  on  or  before 
December  14, 1955.  Failure  of  any  party 
to  appear  at  and  participate  in  the  hear¬ 
ing  shall  be  construed  as  waiver  of  and 
concurrence  in  omission  herein  of  the 
intermediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

[seal]  Leon  M.  Fuquay, 

Secretary. 

[F.  R.  Doc.  55-9615;  Filed,  Nov.  30,  1955; 

8:48  a.  m.] 


[Docket  No.  G-8683] 

Sun  Oil  Co. 

NOTICE  OF  APPLICATION  AND  DATE  OF  HEARING 

November  25, 1955. 

Take  notice  that  Sun  Oil  Company 
(Southwest  Division),  Applicant,  a  New 
Jersey  corporation  whose  address  is  P.  O. 
Box  2880,  Dallas,  Texas,  filed  on  March 
29,  1955,  an-application  for  a  certificate 
of  public  convenience  and  necessity  pur¬ 
suant  to  section  7  of  the  Natural  Gas  Act, 
authorizing  Applicant  to  render  service 
as  hereinafter  described,  subject  to  the 
jurisdiction  of  the  Commission,  all  as 
more  fully  represented  in  the  application 
which  is  on  file  with  the  Commission  and 
open  for  public  inspection. 

Applicant  proposes  to  sell  natural  gas 
in  interstate  commerce  from  production 
of  the  214  acre  Robert  F.*Goehring  et  al. 
Lease,  Cabeza  Creek  Field,  Goliad 
County,  Texas,  to  United  Gas  Pipe  Line 
Company  for  resale. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
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Thursday,  December  1,  1955 

•Federal  Power  Commission  by  sections  7 
and  15  of  the  Natural  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  proce¬ 
dure,  a  hearing  will  be  held  on  Wednes¬ 
day,  January  4, 1956,  at  9 :50  a.  m.,  e.  s.  t., 
in  a  hearing  room  of  the  Federal  Power 
Commission,  441  G  Street  NW.,  Wash¬ 
ington,  D.  C.,  concerning  the  matters  in¬ 
volved  in  and  the  issues  presented  by 
such  application:  Provided,  however. 
That  the  Commission  may,  after  a  non- 
contested  hearing,  dispose  of  the  pro¬ 
ceedings  pursuant  to  the  provisions  of 
section  1.30  (c)  (1)  or  (c)  (2)  of  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure.  Under  the  procedure  herein 
provided  for,  unless  otherwise  advised, 
it  will  be  unnecessary  for  Applicant  to 
appear  or  be  represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.  C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  Decem¬ 
ber  14,  1955.  Failure  of  any  party  to  ap¬ 
pear  at  and  participate  in  the  l^earing 
shall  be  construed  as  waiver  of  and  con¬ 
currence  in  omission  herein  of  the  inter¬ 
mediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

[seal]  Leon  M.  Fuqua y. 

Secretary. 

[P.  R.  Doc.  55-9616;  Filed,  Nov.  30,  1955; 

8:48  a.  m.] 


[Docket  No.  0-8740] 

James  F.  Borthwick,  Jr. 

NOTICE  of  application  AND  DATE  OF 
HEARING 

November  25,  1955. 

Take  notice  that  James  F.  Borthwick, 
Jr.  (Applicant) ,  an  individual  whose  ad¬ 
dress  is  4566  Kings  Highwa3^  Jackson, 
Mississippi,  filed  as  nonoperator  on  April 
8,  1955,  an  application  for  a  certificate 
of  public  convenience  and  necessity  pur¬ 
suant  to  section  7  of  the  Natural  Gas  Act, 
authorizing  Applicant  to  render  service 
as  hereinafter  described,  subject  to  the 
jurisdiction  of  the  Commission,  all  as 
more  fully  represented  in  the  application 
which  is  on  file  with  the  Commission  and 
open  for  public  inspection. 

Applicant  proposes  to  sell  natural  gas 
in  interstate  commerce  from  production 
of  5  acres  of  the  320  acre  Morgan  and 
Norton-Entriken  Gas  Unit  No.  1  Pistol 
Ridge-Maxie  Field,  Forrest  and  Pearl 
River  Counties,  Mississippi,  to  United 
Gas  Pipe  Line  Company  for  resale. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act.  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure  a  hearing  will  be  held  on  Thurs¬ 
day,  January  5, 1956,  at  9:30  a.  m.,  e.  s.  t., 
in  a  hearing  room  of  the  Federal  Power 
Commission,  441  G  Street  NW.,  Wash¬ 
ington,  D.  C.,  concerning  the  matters 
involved  in  and  the  issues  presented  by 
No.  233 - 5 


such  application;  Provided,  however, 
that  the  Commission  may,  after  a  non- 
Gontested  hearing,  dispose  of  the  pro¬ 
ceedings  pursuant  to  the  provisions  of 
section  1.30  (c)  (1)  or  (c)  (2)  of  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure.  Under  the  procedure  herein 
provided  for,  unless  otherwise  advised,  it 
will  be  unnecessary  for  Applicant  to  ap¬ 
pear  or  to  be  represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.  C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  Decem¬ 
ber  15, 1955.  Failure  of  any  party  to  ap¬ 
pear  at  and  participate  in  the  hearing 
shall  be  construed  as  waiver  of  and  con¬ 
currence  in  omission  herein  of  the  inter¬ 
mediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

[SEAL]  Leon  M.  Fuquay, 

Secretary. 

[F.  R.  Doc.  55-9617;  Filed,  Nov.  30.  1955; 

8:48  a.  m.] 


[Docket  No.  G-8796] 

Jack  W.  Grigsby 

NOTICE  OF  APPLICATION  AND  DATE 
HEARING 

November  25,  1955. 

Take  notice  that  Jack  W.  Grigsby 
(Applicant),  an  individual  whose  ad¬ 
dress  is  418  Market  St.,  Suite  512, 
Shreveport,  Louisiana,  filed  on  April  25, 
1955,  an  application  for  a  certificate  of 
public  convenience  and  necessity  pursu¬ 
ant  to  section  7  of  the  Natural  Gas  Act, 
authorizing  Applicant  to  render  service 
as  hereinafter  described,  subject  to  the 
jurisdiction  of  the  Commission,  all  as 
more  fully  represented  in  the  application 
which  is  on  file  with  the  Commission 
and  open  for  public  inspection. 

Applicant  proposes  to  sell  natural  gas 
in  interstate  commerce  from  production 
in  Carthage  Field,  Panola  County,  Texas, 
to  United  Gas  Pipe  Line  Company  for 
resale. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections  7 
and  15  of  the  Natural  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  on  Thurs¬ 
day,  January  5, 1956,  at  9:40  a.  m.,  e.  s.  t., 
in  a  hearing  room  of  the  Federal  Power 
Commission,  441  G  Street  NW.,  Wash¬ 
ington,  D.  C.,  concerning  the  matters  in¬ 
volved  in  and  the  issues  presented  by 
such  application:  Provided,  however. 
That  the  Commission  may,  after  a  non- 
contested  hearing,  disposed  of  the  pro¬ 
ceedings  pursuant  to  the  provisions  of 
section  1.30  (c)  (1)  or  (c)  (2)  of  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure.  Under  the  procedure  herein 
provided  for,  imless  otherwise  advised, 
it  will  be  unnecessary  for  Applicant  to 
appear  or  be  represented  at  the  hearing. 


Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Com¬ 
mission,  Washington  25,  D.  C.,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10)  on  or  before 
December  15, 1955.  Failure  of  any  party 
to  appear  at  and  participate  in  the  hear¬ 
ing  shall  be  construed  as  waiver  of  and 
concurrence  in  omission  herein  of  the  in¬ 
termediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

[seal]  Leon  M.  Fuquay, 

Secretary. 

[F.  R.  Doc.  55-9618;  Filed,  Nov.  30,  1955; 

8:48  a.  m.] 


[Docket  No.  G-91401 
PuBCO  Development,  Inc. 

NOTICE  OF  APPLICATION  AND  DATE  OF 
HEARING 

November  25,  1955. 

Take  notice  that  Pubco  Development, 
Inc.  (N.  S.  L.)  (Applicant),  a  New  Mex¬ 
ico  corporation  whose  address  is  111 
Fifth  Street  SW.,  Albuquerque,  New 
Mexico,  filed  on  July  15,  1955,  an  appli¬ 
cation  for  a  certificate  of  public  con¬ 
venience  and  necessity  pursuant  to  sec¬ 
tion  7  of  the  Natural  Gas  Act,  author¬ 
izing  Applicant  to  render  service  as  here¬ 
inafter  described,  subject  to  the  juris¬ 
diction  of  the  Commission,  all  as  more 
fully  represented  in  the  application 
which  is  on  file  with  the  Commission  and 
open  for  public  inspection. 

Applicant  proposes  to  sell  natural  gas 
in  interstate  commerce  from  the  State 
Gas  Unit  “J”  No.  1  Well  and  the  Hub¬ 
bard  No.  2  Well  located  on  lands  and 
leases  an  Blanco  Field,  San  Juan  County, 
New  Mexico,  to  El  Paso  Natural  Gas 
Company  for  resale. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end; 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  on  Thurs¬ 
day,  January  5, 1956,  at  9:50  a.  m.,  e.  s.  t., 
in  a  hearing  room  of  the  Federal  Power 
Commission.  441  G  Street  NW.,  Wash¬ 
ington,  D.  C.,  concerning  the  matters  in¬ 
volved  in  and  the  issues  presented  by 
such  application:  Provided,  however. 
That  the  Commission  may,  after  a  non- 
contested  hearing,  dispose  of  the  pro¬ 
ceedings  pursuant  to  the  provisions  of 
section  1.30  (c)  (1)  or  (c)  (2)  of  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure.  Under  the  procedure  herein 
provided  for,  unless  otherwise  advised,  it 
will  be  unnecessary  for  Applicant  to  ap¬ 
pear  or  be  represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the- Federal  Power  Com¬ 
mission,  Washington  25,  D.  C.,  in  accord¬ 
ance  with  the  rules  of  practice  and 
procedure  (18  CFR  1.8  or  1.10)  on  or 
before  December  15,  1955.  Failure  of 
any  party  to  appear  at  and  participate 
in  the  hearing  shall  be  construeci  as 
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waiver  of  and  concurrence  in  omission 
herein  of  the  intermediate  decision  pro¬ 
cedure  in  cases  where  a  request  therefor 
is  made. 

[seal]  Leon  M.  Fuquat, 

^  Secretary. 

[P.  R.  DOC.  55-9619;  Plied,  Nov.  30,  1955; 
8:48  a.  m.] 


INTERSTATE  COMMERCE 
COMMISSION 

Fourth  Section  Applications  for  Relief 
November  28,  1955. 

Protests  to  the  granting  of  an  appli¬ 
cation  must  be  prepared  in  accordance 
with  Rule  40  of  the  General  Rules  of 
Practice  (49  CFR  1.40)  and  filed  within 
15  days  from  the  date  of  publication  of 
this  notice  in  the  Federal  Register. 

LONG-AND-SHORT  HAUL 

PSA  No.  31360:  Substituted  service. 
Pennsylvania  Railroad  Company.  Filed 
by  Household  Goods  Carriers’  Bureau, 
Agent,  for  and  on  behalf  of  Bekins  Van 
Lines  Co.,  and  the  Pennsylvania  Railroad 
Company.  Rates  on  household  goods,  in 
trailers  on  fiat  cars  between  Chicago, 
East  St.  Louis,  Ill.,  and  Pittsburgh,  Pa., 
on  the  one  hand,  and  Kearny,  N.  J., 
Philadelphia  and  Pittsburgh,  Pa.,  on  the 
other. 

Grounds  for  relief:  Competition  with 
motor  carriers. 

Tariff:  Supplement  8  to  Household 
Goods  Carriers’  Bureau,  Agent,  tariff 
MF-I.  C.  C.  No.  63. 

FSA  No.  31361:  Coal  tar  products  from 
Birmingham,  Ala.,  to  Atlanta,  Ga.  Piled 
by  R.  E.  Boyle,  Jr.,  Agent,  for  interested 
rail  carriers.  Rates  on  toluene  (toluol) 
and  xylene  (xylol) ,  tank-car  loads  from 
Birmingham,  Ala.,  and  points  grouped 
therewith  to  Atlanta,  Ga. 

Grounds  for  relief:  Carrier  competi¬ 
tion  and  circuity. 

Tariff :  Supplement  124  to  Agent  Span- 
inger’s  I.  C.  C.  1295. 

PSA  No.  31362:  Packing  house  prod¬ 
ucts  to  handover,  Md.  Piled  by  R,  E. 
Boyle,  Jr.,  Agent,  for  interested  rail 
carriers.  Rates  on  packing  house  prod¬ 
ucts  and  fresh  meats,  carloads  from 
points  in  southern  territory  to  Landover, 
Md. 

Grounds  for  relief:  Carrier  competi¬ 
tion,  circuity,  and  grouping. 

Tariff :  Supplement  54  to  Agent  Span- 
inger’s  I.  C.  C.  1102. 

PSA  No.  31363:  Potatoes  from  Min¬ 
nesota  and  North  Dakota.  Piled  by 
W.  J.  Prueter,  Agent,  for  interested  rail 
carriers.  Rates  on  potatoes  (other  than 
sweet),  carloads  from  points  in  Minne¬ 
sota  and  North  Dakota  to  points  in 
Illinois,  Iowa.  Minnesota,  Nebraska, 
South  Dakota,  and  Wisconsin. 

Grounds  for  relief:  Competition  with 
motor  trucks  and  circuity. 

Tariff :  Supplement  109  to  Agent  Prue- 
ter’s  I.  C.  C.  A-3511. 

FSA  No.  31364:  Petroleum  coke  from 
Illinois  and  Indiana  to  Emco,  Ala.  Filed 
by  R,  G.  Raasch,  Agent,  for  interested 
rail  carriers.  Rates  on  petroleum  coke, 
carloads  from  Chicago  and  Lockport, 


BL,  and  East  Chicago,  Ind.,  to  Emco; 
Ala. 

Grounds  for  relief :  Circuity. 

Tariff:  Supplement  53  to  Agent 
Raasch’s  I.  C.  C.  No.  784. 

FSA  No.  31365:  Various  commodities 
from  and  to  Southern  Territory.  Filed 
by  R.  E.  Boyle,  Jr.,  Agent,  for  interested 
rail  carriers.  Rates  on  various  com¬ 
modities,  carloads  from  points  in 
southern  territory  to  points  in  southern 
and  official  territories. 

Grounds  for  relief:  Carrier  competi¬ 
tion  and  circuity. 

By  the  Commission. 

[seal]  Harold  D.  McCoy, 

Secretary. 

[F.  R.  Doc.  55-9620;  Filed,  Nov.  30.  1955; 

8:48  a.  m.] 


SECURITIES  AND  EXCHANGE 
COMMISSION 

[File  No.  70-1850] 

Bellows  Falls-  Hydro-Electric  Corp. 

ET  AL. 

notice  of  filing  of  AMENDMENT  NO.  7 
REQUESTING  RELEASE  OF  JURISDICTION 
OVER  CERTAIN  ACCOUNTING  MATTERS 

November  25,  1955. 

In  the  matter  of  Bellows  Falls  Hydro- 
Electric  Corporation,  Connecticut  River 
Power  CXimpany,  New  England  Power 
Company,  New  England  Electric  System. 

Notice  is  hereby  given  that  Amend¬ 
ment  No.  7  to  the  joint  application-dec¬ 
laration  of  the  above-entitled  companies 
has  been  filed  with  this  Commission, 
pursuant  to  the  Public  Utility  Holding 
Company  Act  of  1935,  by  New  England 
Electric  System  (“NEES”),  a  registered 
holding  company,  and  its"  subsidiary 
company.  Bellows  Palls  Hydro-Electric 
Corporation  (“Bellows”) .  By  orders, 
dated  July  13,  1948,  and  July  21,  1948. 
the  Commission  granted  and  permitted 
to  become  effective  said  application- 
declaration  which  related,  among  other 
things,  to  the  sale  by  Bellows  of  its 
utility  assets  to  New  England  Power 
Company,  another  subsidiary  of  NEES, 
all  as  more  fully  described  in  Holding 
Company  Act  Release  No.  8348. 

In  said  order  of  July  13, 1948,  the  Com¬ 
mission  authorized  NEES  and  Bellows  to 
allocate  consolidated  Federal  income 
taxes  for  the  taxable  year  1948,  in  the 
first  instance,  so  that  NEES  would  re¬ 
ceive  the  full  tax  credit  for  the  loss 
claimed  to  be  sustained  in  connection 
with  said  sale  and  reserved  jurisdiction 
with  respect  to  “(a)  the  disposition  of 
the  proposed  reserve  account  of  NEES  to 
be  entitled  ‘Reserve  Re  Tax  Allocation’, 
(b)  the  disposition  of  the  tax  credit  for 
the  loss,  claimed  to  be  sustained  in  con¬ 
nection  with  the  sale  by  Bellows  of  its 
utility  assets  and  to  be  included  in  the 
.1948  consolidated  Federal  income  tax  re¬ 
turn  of  NEES  and  the  participating  com¬ 
panies,  and  (c)  the  disposition  of  the 
investment  account  of  NEES  in  Bellows 
or  any  amoimt  recorded  therein.” 

Amendment  No.  7  to  said  joint  applica¬ 
tion-declaration  states  that  final  deter¬ 
mination  of  the  tax  credit  for  the  loss 


sustained  in  connection  with  said  sale  by 
Bellows  has  now  been  agreed  upon  with 
the  United  States  Internal  Revenue 
Service.  NEES  requests  that  this  Com¬ 
mission  (a)  release  jurisdiction  with  re¬ 
spect  to  the  above-mentioned  matters, 
(b)  grant  authority  to  allocate  con¬ 
solidated  Federal  income  taxes  for  the 
taxable  year  1948  in  a  manner  other  than 
permitted  by  RuleU-45  (b)  (6),  and  (c) 
approve  the  accounting  entries  with  re¬ 
spect  to  the  disposition  of  NEES’  in¬ 
vestment  in  Bellows  as  set  forth  in 
Amendment  No.  7.  Bellows  proposes 
that  when  said  accounting  entries  have 
been  affected,  it  will  take  the  necessary 
steps  to  effect  its  dissolution. 

NEES  and  Bellows  request  that  the 
order  of  this  Commission  become  effec¬ 
tive  upon  issuance. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  Decem¬ 
ber  7,  1955,  at  5:30  p.  m.,  request  the 
Commission  in  writing  that  a  hearing  he 
held  on  such  matter,  stating  the  nature 
of  his  interest,  the  reasons  for  such  re¬ 
quest,  and  the  issues  of  fact  or  law,  if 
any,  raised  by  said  Amendment  No.  7 
which  he  desires  to  controvert,  or  he  may 
request  that  he  be  notified  if  the  Com¬ 
mission  should  order  a  hearing  thereon. 
Any  such  request  should  be  addressed: 
Secretary,  Securities  and  Exchange  Com¬ 
mission.  Washington  25,  D.  C.  At  any 
time  after  said  date  said  application- 
declaration  as  further  amended  by  said 
Amendment  No.  7  may  be  granted  or  per¬ 
mitted  to  become  effective  as  provided  in 
Rule  U-23  of  the  rules  and  regulations 
promulgated  under  the  act,  or  the  Com¬ 
mission  may  grant  exemption  from  its 
rules  as  provided  in  Rules  U-20  (a)  and 
U-100,  or  take  such  other  action  as  it 
may  deem  appropriate. 

By  the  Commission. 

[SEAL]  ORVAL  L.  DuBOIS, 

Secretary. 

[F.  R.  Doc.  55-9621;  Filed,  Nov.  30,  1955; 

8:49  a.  m.] 


[File  Nos.  54-164  and  59-14] 
International  Hydro-Electric  System 

ORDER  fixing  MAXIMUM  ALLOWANCES  FOR 
FEES  AND  EXPENSES  TO  CERTAIN  REPRE¬ 
SENTATIVES  OF  PREFERRED  AND  CLASS  A 
STOCKHOLDERS  AND  TO  CERTAIN  OTHER 
•  APPLICANTS 

November  25, 1955. 

The  Commission  by  orders  heretofore 
entered  herein  having  approved  Parts  I, 
n,  and  III  (as  amended)  of  the  Second 
Plan  of  Bartholomew  A.  Brickley,  Trus¬ 
tee  of  International  Hydro-Electric  Sys¬ 
tem  (“IHES”) ,  a  registered  holding  com¬ 
pany,  filed  pursuant  to  section  11  (d)  of 
the  Public  Utility  Holding  Company  Act 
of  1935,  relating,  among  other  things, 
to  the  retirement  of  the  debentures  and 
preferred  stock  of  IHES  and  the  election 
by  the  Class  A  stockholders  of  an  Interim 
Board  of  Directors  to  formulate  a  plan 
for  the  conversion  of  said  holding  com¬ 
pany  into  an  investment  company;  and 
'The  Commission  in  its  said  orders  hav¬ 
ing  reserved  jurisdiction  over  the  fees 
and  expenses  in  connection  therewith. 
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for  which  provision  was  made  in  said 
plan;  and 

The  Commission  having,  by  order  en¬ 
tered  on  January  11,  1955,  approved  the 
maximum  amounts  to  be  paid  as  fees  and 
expenses  to  the  representatives  of  the 
debenture  holders;  and 

Applications  for  allowances  of  fees  for 
services  rendered  to  September  30,  1954, 
and  reimbursement  of  expenses  in  said 
reorganization  proceedings  having  been 
filed  by  representatives  of  the  preferred 
and  Class  A  stockholders  and  by  various 
other  applicants,  and  due  notice  and 
opportunity  for  hearing  having  been 
given  with  respect  to  certain  of  said 
applications  which  after  negotiations 
with  the  applicants  had  been  recom- 
'  mended  by  the  Trustee  for  approval,  and 
no  request  for  hearing  having  been  made 
and  the  Commission  not  having  ordered 
a  hearing  with  respect  thereto ;  and 

A  hearing  having  been  duly  held  on 
November  15,  1955,  with  respect  to  the 
remaining  applications,  following  which 
two  of  such  applications  were  amended 
pursuant  to  further  negotiations  be¬ 
tween  the  applicants  and  the  Trustee; 
and  the  Trustee  having  recommended 
that  such  amended  applications  be  also 
approved;  and 

The  Commission  having  considered 
the  record  and  having  this  day  issued 
its  Memorandum  Opinion  with  respect  to 
the  aforesaid  applications  as  to  which 
agreement  has  been  reached  with  the 
Trustee;  on  the  basis  of  said  Memo¬ 
randum  Opinion  and  the  applicable  pro¬ 
visions  of  the  Act  and  the  Rules  there¬ 
under: 

It  is  ordered.  That  the  following  fees 
and  expenses  be,  and  the  same  hereby 
are,  approved  as  the  maximum  amounts 
that  may  be  paid  by  the  Trustee  of  In¬ 
ternational  Hydro-Electric  System  for 
the  services  and  expenses  aforesaid: 


Applicant  and  capacity 

Fee 

Expenses 

Erwin  N.  Griswold,  tax  con¬ 
sultant  employed  by  Trustee. 

$75,000.00 

LeBot'uf,  Lamb  &  Lciby.  six?- 
cial  counsel  employed  by 
Trustee  for  work  before  New 
York  Public  Service  Com¬ 
mission  _ 

42,500.00 

$1, 639. 05 

20.29 

Hutchinson,  Pierce,  Atwood 
&  Scribner,  special  counsel 
employtHl  by  Trustee,  in 
connection  with  conveyance 

of  EN  YP  prowrties . 

Ropes,  Gray,  Best,  Coolidpre 
&  Rup?,  special  counsel  to 
old  Board  of  Directors _ 

350.00 

3,000.00 

2,000.00 

Buchman  &  Buehman,  counsel 
for  preferred  stockholders  in 
Paper  Company  litigation _ 

493.00 

Preferred  Stockholders  Pro¬ 
tective  Committee: 

C.  Shelby  Carter  and  Ralph 
II.  Haas,  committeemen _ 

7,000.00 

1,318.94 

Harold  P.  Seliposn  and  Ed¬ 
mund  Burke,  Jr.,  counsel.. 

180, 000. 00 

8,566.02 

J.  Samuel  Ilartt,  erigineermg 
adviser _ 

37, 000.00 

6,984.58 

Preferred  Stockholders  Group; 
William  Stuberfleld  and 
Joseph  D.  Allen,  commit¬ 
teemen _ 

2, 750. 00 

0) 

Percival  E.  Jackson,  counsel.. 

>75,000.00 

4, 642. 18 

3,926.69 

3,926.69 

3,926.69 

>69,712,60 

Estate  of  Franke  Bailey  .... 

William  M .  Greve  .  .  .  .. 

Paul  11.  Todd,  Class  A  stock¬ 
holder _ 

Root,  Ballantine,  Bushby  & 
Palmer  and  Purcell  &  Nel¬ 
son,  counsel  fnet) 

<180,133.33 

.  28,000.00 

.  45,000.00 

Drexel  &  Company,  financial 
adviser _  _  _ 

•  100.68 

Sullivan  and  Sullivan,  flnan. 
cial  and  engineering  adviser. 

495.60 

See  footnotes  at  end  of  table. 

Applicant  and  capacity 

Fee 

Expenses 

S.  Philip  Cohen,  coimsel  for 
certain  Class  A  stockholders.. 
Class  A  Stockholders  Com¬ 
mittee: 

James  A.  Davis,  John  M. 
McGrath  and  Anthony 

Shimko,  committeemen _ 

Harold  Barnett,  secretary.... 
Nemerov  &  Shapiro,  counsel. 
Theodore  R.  Mackoul,  fi¬ 
nancial  adviser...  .. 

2,500.00 

10,000.00 

3,000.00 

*107,500.00 

>48,950.00 

720.40 

8, 129. 43 

983.22 

Total 

849, 683. 33 

115,585.96 

1  $500  advanced  to  Reis  &  Chandler  was 
reimbursed  by  Equitable  Holding  Corpora¬ 
tion,  Estate  of  Frank  Bailey,  'and  William  M. 
Greve,  and  the  amount  is  included  in  their 
claims. 

®In  addition,  Jackson  received  a  fee  of 
$10,000  from  Equitable  Holding  Corporation, 
Estate  of  Frank  Bailey,  and  William  M.  Greve, 
and  the  amount  is  Included  in  their  claims. 

s  This  amount  includes  $44,866.67  advanced 
to  counsel. 

‘This  amount  is  exclusive  of  $44,866.67 
advanced  by  Todd. 

®  Expenses  of  $15,397.77  were  reimbursed 
by  Todd  and  are  included  in  his  claim. 

•  Including  $7,500  to  be  paid  by  Nemerov  & 
Shapiro  to  Leo  B.  Mlttelman,  assc^iate 
counsel. 

»This  amount  is  exclusive  of  $1,050  ad¬ 
vanced  by  Nemerov  &  Shapiro  and  included 
in  their  claim  for  expenses. 

It  is  further  ordered.  That,  out  of  the 
aforesaid  allowances  to  Nemerov  & 
Shapiro,  said  firm  shall  pay  to  Leo  B. 
Mittelman  $7,500  in  full  consideration 
for  his  services  herein,  and  that  said 
firm  shall  reimburse  those  several  stock¬ 
holders  who  have  made  advances  to  it 
in  the  aggregate  amount  of  $7,000. 

By  the  Commission. 

[SEAL]  Orval  L.  DuBois, 

Secretary. 

[F.  R.  Doc.  55-9622;  Filed,  Nov.  30,  1955; 

8:49  a.  m.] 


[File  No.  24SF-2096] 

Jet  Uranium  Corp.  . 

ORDER  TEMPORARILY  SUSPENDING  EXEMP¬ 
TION,  STATEMENT  OF  REASONS  THEREFOR, 
AND  NOTICE  OF  OPPORTUNITY  FOR  HEAR¬ 
ING 

November  25,  1955. 

I.  Jet  Uranium  Corp.,  Room  4,  Cornet 
Building,  Las  Vegas,  Nevada,  having  filed 
with  the  Commission  on  June  2,  1955,  a 
notification  on  Form  1-A  and  an  offering 
circular,  and  an  amendment  thereto  on 
June  9,  1955,  relating  to  an  offering  of 
300,000  shares  of  $1  par  value  common 
stock  at  $1  per  share,  for  the  purpose  of 
obtaining  an  exemption  from  the  regis¬ 
tration  requirements  of  the  Securities 
Act  of  1933,  as  amended,  pursuant  to 
the  provisions  of  section  3  (b)  thereof 
and  Regulation  A  promulgated  there¬ 
under;  and 

II.  The  Commission  having  been  ad¬ 
vised  that  an  order  was  entered  on  Octo¬ 
ber  11, 1955,  in  the  United  States  District 
Court  for  the  District  of  Nevada,  perma¬ 
nently  enjoining  H.  O.  Hart,  an  officer, 
director  and  promoter  of  the  issuer  from 
further  violations  of  the  registration  re¬ 


quirements  of  the  Securities  Act  of  1933, 
as  amended,  in  connection  with  the  sale 
of  securities  of  Tri-State  Metals,  Inc., 
and  Great  Western  Metals  Corporation; 
and 

The  Commission  having  reasonable 
cause  to  believe  that  the  terms  and  con¬ 
ditions  of  Regulation  A  have  not  been 
complied  with  in  that  the  issuer  has  been 
offering  its  securities  in  a  jurisdiction  not 
stated  in  the  notification  as  a  jurisdiction 
in  which  it  is  proposed  to  offer  issuer’s 
securities  and  the  issuer  failed  to  file,  as 
required  by  Rule  221  of  Regulation  A,  an 
advertisement  relating  to  the  offering 
which  was  published  in  behalf  of  the 
issuer  on  August  18,  1955,  in  the  Santa 
Cruz  Senti]jel-News  and  which  was  not 
in  conformance  with  Rule  220  of  said 
Regulation. 

m.  It  is  ordered,  Pursuant  to  Rule 
223  (a)  of  the  general  rules  and  regula¬ 
tions  under  the  Securities  Act  of  1933,  as 
amended,  that  the  exemption  under 
Regulation  A  be,  and  it  hereby  is,  tem¬ 
porarily  suspended. 

Notice  is  hereby  given  that  any  person 
having  any  interest  in  the  matter  may 
file  with  the  Secretary  of  the  Commis¬ 
sion  a  written  request  for  hearing;  that, 
within  20  dtf^s  after  receipt  of  such  re¬ 
quest,  the  Commission  will,  or  at  any 
time  upon  its  own  motion  may,  set  the 
matter  down  for  hearing  at  a  place  to  be 
designated  by  the  Commission  for  the 
purpose  of  determining  whether  this 
order  of  suspension  should  be  vacated 
or  made  permanent,  without  prejudice, 
however,  to  .the  consideration  and  pres¬ 
entation  of  additional  matters  at  the 
hearing ;  and  that  notice  of  the  time  and 
place  for  said  hearing  will  be  promptly 
given  by  the  Commission. 

It  is  further  ordered.  That  this  Order 
and  Notice  shall  be  served  upon  Jet 
Uranium  Corp.,  Room  4,  Cornet  Build¬ 
ing,  Las  Vegas,  Nevada,  personally  or  by 
"registered  mail  or  by  confirmed  tele¬ 
graphic  notice  and  shall  be  published 
in  the  Federal  Register. 

By  the  Commission. 

[SEAL]  Orval  L.  DuBois, 

Secretary. 

[F.  R.  Doc.  66-^623;  Filed.  Nov.  30,  1965; 

8:49  a.  m.] 


[File  No.  70-3422] 

Standard  Power  and  Light  Corp. 

ORDER  permitting  DECLARATION  TO  BECOME 
EFFECTIVE  REGARDING  PROPOSED  SALE  OF 
COMMON  STOCK  OF  PUBLIC-UTILITY  SUB¬ 
SIDIARY  ‘and  proposed  cash  DISTRIBUTION 
OUT  OF  CAPITAL  SURPLUS 

November  25,  1955. 

Standard  Power  and  Light  Corpora¬ 
tion  (“Standaid  Power”),  a  registered 
holding  company,  having  filed  with  this 
Commission  a  declaration  pursuant  to 
section  12  of  the  Public  Utility  Holding 
Company  Act  of  1935  (“act”)  and  Rules 
U-44  and  U-46  promulgated  thereunder 
regarding  a  proposal  by  Standard  Power 
(a)  to  sell  not  more  than  10,000  shares 
of  common  stock  of  Duquesne  Light 
Company,  a  public -utility  subsidiary  of 


8840 


NOTICES 


Standard  Power,  either  (i)  on  the  New 
York  Stock  Exchange  by  means  of  or¬ 
dinary  brewers’  transactions  at  prevail¬ 
ing  market  prices  on  the  date  or  dates  of 
sale  or  (ii)  by  negotiated  sale,  after  in¬ 
quiry  among  a  limited  number  of  pros¬ 
pective  buyers,  with  a  buyer  or  buyers 
who  will  agree  to  purchase  for  invest¬ 
ment  and  not  for  resale  to  the  public 
and  at  prevailing  market  prices  on  the 
New  York  Stock  Exchange  on  the  date 
or  dates  of  sale,  less  a  discoimt  of  not 
more  than  $0.50  per  share;  and  (b)  to 
make  a  cash  distribution  of  $0.40  per 
share,  in  part  out  of  earned  surplus  to 
the  f uU  extent  thereof,  which  at  Septem¬ 
ber  30,  1955,  amounted  to  $311,715.43, 
and  the  balance  out  of  capital  surplus 
which  as  of  the  same  date  amounted  to 
$110,982,551.45,  to  each  holder  of  record 
on  December  5,  1955,  of  its  outstanding 
1,320,000  shares  of  common  stock  and 
110,000  shares  of  common  stock.  Series 
B. 

The  declaration  states  that  no  State 
commission  or  Federal  commission  other 


than  this  Commission,  has  jurisdiction 
over  the  proposed  transactions.  Stand¬ 
ard  Power  requests  that  the  Commission’s 
order  herein  become  effective  upon 
issuance. 

Notice  of  the  ffling  of  the  declaration 
having  been  duly  given  in  the  manner 
prescribed  by  Rule  U-23  and  no  hearing 
having  been  ordered  by  or  requested  of 
the  Commission;  and  the  Commission 
finding  that  the  applicable  provisions  of 
the  act  and  the  rules  thereunder  are 
satisfied  and  that  the  declaration  should 
be  permitted  to  become  effective  forth¬ 
with: 

It  is  ordered.  Pursuant  to  the  appli¬ 
cable  provisions  of  the  act  and  the  rules 
and  regulations  thereunder,  that  said 
declaration  be,  and  it  hereby  is,  per¬ 
mitted  to  become  effective  forthwith, 
subject  to  the  terms  and  conditions  pre¬ 
scribed  by  Rule  U-24,  and  subject  to  the 
following  additional  terms  and  condi- 
tions{ 


That  Standard  Power  shall  accom¬ 
pany  the  cash  distribution  checks  with 
a  statement  to  the  effect: 

(1)  That  Standard  Power  filed  a  dec¬ 
laration  with  the  Commission  pursuant 
to  Section  12  of  the  act  and  the  Com¬ 
mission  permitted  the  declaration  to 
become  effective  without  determining 
whether  and  to  what  extent  the  payment 
is  being  made  out  of  capital  or  unearned 
surplus;  and 

(2)  'Iliat  the  Commission’s  action  in 
permitting  the  declaration  to  become 
effective  is  not  to  be  construed  as  a  de¬ 
termination  by  the  Commission  that  all 
or  any  portion  of  such  pa3ment  is  or  is 
not  taxable  to  the  recipients  pursuant 
to  the  provisions  of  the  Internal  Reve¬ 
nue  Code. 

By  the  Commission. 

[SEAL]  ORVAL  L.  DuBOIS, 

Secretary. 

[P.  R.  Doc.  66-9624;  Piled,  Nov.  30,  1955; 

8:49  a.  m.] 


